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The paramount utility rates,” com- 


question in the minds 
of the leaders trying 
to improve business 
conditions just now 
is: “How far is ‘controlled inflation’ going, 
and what will be its result?” 

In other words, what is to be the future 
buying power of the American dollar? 


* * * * 


President Roosevelt was given credit 
for the Senate’s refusal to pass the mone- 
tary inflation plan that would have boosted 
silver in the hope of helping the farm re- 
lief program. Expanding the currency 
meant greatly increased inflation, and it is 
said that word from the White House 
halted that move. However, the Admin- 
istration’s action on April 19 in suspending 
gold payments renewed the inflation ru- 
mors, and the prices of securities and some 
commodities immediately rose considerably. 

That inspires the query: What will be 

the effect of “controlled inflation”? 
ee 8 @ 

In these days when there is a great hue 
and cry to reduce utility service rates, this 
inflation issue is of peculiar importance 
To 


have to cut rates at a time when inflation 


to all companies serving the public. 


was raising the prices of commodities and 
securities would hit such companies both 
ways. They would catch it both “coming 
and going.” Their revenues would be re- 
duced, and the dollars they collected would 
buy less than formerly. 

Needless to say, no company is likely to 
invite a general slash in its rates volunta- 
rily but in the face of the clamor for lower 


rates, there are companies that are con- 


TELEPHONE RATES AND INFLATION--AN 
ARGUMENT FOR “BUY Now” 


templating offering adjustments to appease 
their customers. 

They should not overlook what effect 
further inflation would have on any new 
change in their rate schedules. 

Telephone rates are under fire in many 
localities. The fact that rates never reached 
the peaks that were attained by food, cloth- 
ing, housing and other cost-of-living prices 
during the days of prosperity, is usually 
ignored by those demanding immediate rate 
cuts. Neither were the companies allowed 
to build up large cash reserves during the 
fat years. 


“All other prices have come down but 








“The New Deal’; What Does It 
Mean Telephonically? 
By Let’s SOLveIr. 

In the discussions of technocracy, which 
swept over the country a few weeks ago, 
were any of the shafts aimed at telephone 
manufacturers ? 

The Oracle says: “No—and I'll tell you 
why: It’s not the men and materials that 
count so much in the final costs; it’s the 
buildings and their maintenance costs— 
taxes, interest, heat, light, janitor service, 
etc.—which determine the cost of telephone 
equipment. 

“Men sleep eight hours a day but factory 
buildings and machinery sleep 16 hours a 
day—and more were built in recent years 
to do just that—while taxes, and other fac- 
tory costs, work 24 hours a day; they never 
sleep.” 

Then the Oracle ceased speaking. 








plain citizens whose 
incomes have shrunk. 
Yes; 


not be admitted that 


but must it 
things which never did go up cannot come 
down in the same degree as things that 
soared in price back in 1929? 

* * * * 

What goes up must come down, but the 
telephone rates that were raised since the 
war went up moderately and only to insure 
Stocks 
ridiculous heights, and had to come down 


when the slump came. 


a reasonable return. zoomed to 


So did many com- 
modity prices, and they settled to a lower 
level, which, however, have enabled their 
producers to show a profit—when there 
was any buying. 

Telephone service, however, is a com- 
modity that did not soar in price commen- 
surately with other things, and should not 
be subjected to an indiscriminate scaling 
down. This is the sober opinion of those 
state commissions which have achieved a 


reputation for 


sensible, effective 


utility 
regulation. 
A “Buy Now” Argument 

In recent issues TELEPHONY has quoted 
the views of telephone manufacturers on 
the wisdom of operating companies buying 
their supplies now. H. L. Harris, a mem- 
ber of the board of directors of the United 
States Independent Telephone Association, 
who is also president of a large telephone 
supply sales company, in a letter to the 
editor of TELEPHONY, presents the views 
of the suppliers. He says: 


“T have been following with much inter- 
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est TELEPHONY’s editorials on the ‘Buy 
Now’ theme and I congratulate you on the 
timeliness of your efforts; also on the quite 
evident grasp you have of this most impor- 
tant problem. 

The telephone operating companies and 
the telephone manufacturing companies are 
partners in a large and essential industry. 
In the long run, what helps one helps the 
other; any injury to one results in a dis- 
advantage to the other. 

x ok Ox 

“When a manufacturer sells equipment 
of any sort to a telephone company, he 
does much more than merely exchange a 
certain amount of equipment, apparatus 
and supplies for a given number of dol- 
lars. He also undertakes an obligation to 
furnish additional equipment as and when 
required, and to furnish parts for repair 
or replacement. Whether or not this obli- 
gation is expressed by any sort of formal 
agreement makes no difference. It exists, 
nevertheless. 

In the case of a major disaster, such as a 
fire or an earthquake, the manufacturer 
must be ready to cooperate to the fullest 
extent to the end that service may be re- 
stored at the earliest possible moment. 

Another important obligation the manu- 
facturer undertakes is the obligation to 
keep abreast of technical and commercial 
developments in the industry. He must 
constantly endeavor to improve or simplify 
his apparatus, making it more reliable and 
easier to operate. And, finally, he must 
keep developing new equipment and ser- 
vices for the telephone companies to offer 
to their subscribers so that they may im- 
prove their position as public servants and 
broaden their sources of revenue. 

Should the manufacturer fail in any of 
these duties, his telephone company cus- 
tomers would soon find themselves handi- 
capped in many ways. 

They would have on their hands obso- 
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COMING CONVENTIONS. 


Indiana Telephone Association, Clay- 
pool Hotel, Indianapolis, May 10, 11. 

Pennsylvania State Telephone & Traf- 
fic Association, Penn-Harris Hotel, Har- 
risburg, May 23 and 24. 


Texas Independent Telephone Associa- 
tion, Adolphus Hotel, Dallas, June 14 
and 15. 


United States Independent Telephone 
Association, Tower Room, Hotel Ste- 
vens, Chicago, IIl., July 11, 12, 13 and 14. 

Independent Pioneer Telephone Asso- 
ciation of the United States, Hotel 
Stevens, Chicago, July 14. 








lete equipment, old-fashioned and without 
appeal to the users, often costly to operate 
and maintain. Their services would be- 
come out-of-date and unprofitable. Re- 
placement parts would be difficult to obtain, 
or might have to be of a different pattern 
and design, thus preventing desirable and 
economical standardization. 

The manufacturer can only perform his 
full and proper duty in all respects when 
the operating companies—virtually his only 
customers—do their full part also, which is 
to buy enough of the manufacturer’s prod- 
ucts to enable him to maintain adequate 
manufacturing and technical staffs and to 
spend the money necessary to keep up with 
current progress. 

Because of these facts, the operating 
companies themselves determine to a very 
large extent the prices they have to pay 
for equipment. Factories, based on nor- 
mal times and demands, are geared up to 
produce a certain volume of equipment. 
When they turn out less than this normal 
and usual demand, the cost per unit must 
go up. 

By hoarding depreciation and contingency 
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reserves, and deferring purchases and the 
making of desirable improvements in plant, 
telephone companies are really injuring 
themselves. They are preventing their sup- 
pliers from producing in sufficient volume 
to keep costs normal, hold prices to a low 
level and keep themselves in shape to deal 
properly and adequately with their cus- 
tomers’ needs when this essential industry 
(the telephone business) returns to its nor- 


mal state. 
* * x 


“We manufacturers realize that most op- 
erating companies are going through a dif- 
ficult time. With sharp decreases in their 
own normal volume of business, some of 
them have no reserves with which to make 
needed purchases of equipment and mate- 
rials, etc. 

There are other companies, however, 
which should be able to make reasonable 
investments in new equipment and in new 
construction, with decided advantage to 
themselves. There is a double obligation 
upon such companies—an obligation to 
themselves and an obligation to the indus- 
try as a whole. 

By serving one they are serving both. 
By extending a helping hand at this time 
to their partners, the manufacturers, they 
are insuring reasonable prices and continued 
technical progress. 

Without that help, the whole telephone 
business could easily fall into a state of 
stagnation, the rise from which might be 
costly indeed. 

For all who can, now is the time to buy!” 


‘ez * 2 


If inflation policies make commodity 


prices go up, as is expected, operating 
companies should place their orders for 
equipment and supplies without further loss 
of time. They will thereby save consider- 


able money for themselves in future markets. 


Ohio Convention Sees Better Conditions 


Annual Meeting of Ohio Independent Telephone Association Stresses “Fighting 
Spirit’, Upholding Service to High Standards, Maintaining Rates and Wages, 
Cultivating Public Relations and Supporting Independent Manufacturers 


“Things are better, but we must fight, 
and fight hard to go ahead.” That was the 
unspoken slogan which was apparent during 
the annual convention of the Ohio Inde- 
pendent Telephone Association at the Desh- 
ler-Wallick Hotel, Columbus, last week 
Tuesday and Wednesday, April 18 and 19. 
It was also the 
the 


with 
representatives 
greeted the early arrivals on Tuesday morn- 
ing; and it seemed to underlie 
White’s brief remarks to the telephone peo- 


unvoiced sentiment 
which manufacturers’ 
Governor 


ple after “breaking bread” with them on 
the closing day of the convention. 


By Stanley R. Edwards 


Telephone conventions at this time, it was 
again demonstrated in Ohio, are well worth- 
while. Those registered—some 870 accord- 
ing to the official estimate—returned to their 
homes stimulated and encouraged to keep 
the battle lines intact. They had heard 
speakers tell them that service must be 
maintained at the same and even higher 
standards, wage rates and rate schedules 
must not be lowered and that public rela- 
tions should be more diligently cultivated 
than ever before. 

Ohio is largely an industrial state and it 
has been hard hit in the depression. Sta- 


tion and toll losses have been high; but now 
some managers report a small but gradually 
growing net increase in stations, others 
state that their station losses are decreas- 
ing, while still others see no material im- 
provement. There were, however, no pes- 
simists there. After exchanging experi- 
ences and views, they left the convention 
smiling and determined to carry on the 
fight and strengthen every department that 
shows any signs of weakening. 

The program covered many angles of the 
existing conditions in the field, including an 
excellent presentation by representatives of 
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the manufacturers of the problems and con- 
ditions which the manufacturers are meet- 
ing. 

Those who were fortunate enough to 
hear this presentation obtained a vivid pic- 
ture of the essential importance of the 
manufacturing branch of the industry to 
the entire industry. Those who missed these 
intimate, heart-to-heart talks deprived them- 
selves of an excellent opportunity for an 
informative visit with real friends. 

A feature of the Ohio convention each 
year is the presence of many visitors. 
While the number of visitors this year 
from outside the state was smaller than 
usual, the convention was honored with the 
presence of distinguished guests from within 
the confines of the state. Governor White, 
the members of the Ohio Public Utilities 
staff at- 
tended the banquet on the closing day of 
the meeting. And all improved the oppor- 
tunity to become better acquainted. 

Directors and Officers 

The election of directors on 
afternoon resulted in the re-election of J. 
W. Safford of Troy, J. E. Albert of Co- 
lumbus and J. F. Smith of Cadiz. Henry 
George of the Star Telephone Co., Ash- 
land, was elected to fill the vacancy caused 
by the retirement of A. J. Berry of Marion, 
while Frank Binkley of Bellefontaine suc- 
ceeded D. E. Strayer of Bellefontaine. 

The directors at a meeting after the close 
of the convention on Wednesday re-elected 
all the officers as follows: Herman Hage- 
man of Lorain, president; W. L. Cary of 
Newark, vice-president and Frank L. Mc- 
Kinney, secretary and treasurer. Mr. 
Hageman has served two terms as presi- 
dent so ably and successfully that it was 
felt he should continue leading the asso- 
ciation in this trying period. 


The First Session 

The opening session was called to order 
by President Hageman at two o'clock Tues- 
day afternoon, April 18. He immediately 
presented Robert J. Beatty, executive secre- 
tary of Mayor Worley to extend the ad- 
dress of welcome. 

The mayor, Mr. Beatty explained, was 
busily engaged with the mayors of a num- 
ber of Ohio cities conferring on a relief 
program, so Mr. Beatty expressed the pleas- 
ure of the city officials in having the tele- 
phone people meet in Columbus and briefly 
mentioned some of the city’s interesting 
features. 


Commission and several of its 


In referring to the great amount of time 
which is now at the disposal of the Ameri- 
car people, Mr. Beatty commented: “In this 
machine age, there is one thing we must all 
do—-to use the extra time which we have 
in a constructive and useful way.” In clos- 
ing he again expressed the wish of the city 
officials and business men to cooperate in 
every possible way with the telephone peo- 
ple to make their visit in Columbus an en- 
joyable one. 

Frank Binkley of Bellefontaine, general 


Tuesday ° 


TELEPHONY 


manager, United Telephone Co., ably re- 
sponded to Mr. Beatty’s words of welcome. 
He declared that the experience of today 
is the stock in trade of tomorrow. We are 
going ahead a step at a time because only 
at times do we obtain a glimpse of what is 
ahead of us. 

“Service,” he said “is something that will 
be demanded. We’ll adapt ourselves to the 
new changes but will be very careful that 


the problem will be solved and solved 
properly.” 
In his annual report, which President 


Hageman then read, the problems con- 

















President Hageman, In His Annual Ad- 
dress, Covered Some of the Problems Con- 
fronting the Industry, Which Included 
Taxes, Regulation and How to increase 
Revenues. He Stressed the Importance of 
the State Association to Its Members. 
fronting the industry in the state were re- 
viewed and the paths which the association 
is endeavoring to follow were indicated. 
President Hageman said: 
President Hageman’s Address 

“Throughout the years since I have been 
identified with the Independent telephone 
industry, I can remember no single year 
that has been so filled with complex and 
challenging problems, as the past 12 months. 
I will mention and briefly discuss some of 
these problems: 

The chaotic condition has been world- 
wide and no country, industry or business 
has escaped unscathed. During 1932 and to 
date in 1933, many giant institutions have 
tottered and fallen. It will be another dec- 
ade before the last of the financial wreck- 
age has been cleared away. 

Caught in the midst of this economic hur- 
ricane the telephone industry has stood al- 
most alone in its stability and comparative 
security. The performance of our com- 
panies has been most amazing. It is so ab- 
normal in these times, that we are almost 
compelled to apologize for the fact that we 
have been able to carry on without interrup- 
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tior® to service or 
plant. 

All of you had severe losses in income 
and telephone stations to record for the past 
year’s operations. Some of you have had 
to forego or to slash dividends to the van- 
ishing point. Salaries and wages have been 
reduced. You have been called upon to 
preach and to practice rigid economy, and 
to work harder than you have ever before 
labored. 

We have seen all forms of tangible as- 
sets slip to exceedingly low values. In fact, 
it appeared as though there was practically 
no value to anything tangible. The ques- 
tion was, ‘What will you give?’ and not, 
‘What will you take?’ 


major impairment of 


These are things that try the hearts of 
men and women, it is true, but the fact re- 
mains that our industry has survived almost 
intact. Although our companies have suf- 
fered large losses in earnings, and the of- 
ficers and employes severe reductions in 
salaries and wages, our plants and our or- 
ganizations have been maintained and are 
ready for the new business that is sure to 
come. 

The general stagnation of business has 
been aggravated by lack of confidence in 
governmental affairs and in the lack of 
power of the corporations to earn. Prac- 
tically all of the excess funds in the banks 
have been used to purchase new issues of 
government loans, at interest rates ranging 
from nine-tenths of 1 per cent to 2 per cent. 
This has been done partly to keep the banks 
in a liquid condition and partly to furnish 
funds to the government for current ex- 
penses, because its budget was not bal- 
anced. All governmental expenses should 
be cut to the income available without any 
increase in taxes. 

During the last political campaign it was 
brought out that many of the federal com- 
missions have been absolutely useless to the 
business interests of the country. As an 
illustration, the railroads of the country 
have been regulated to death. Their earn- 
ing power was held to a low earning basis 
during the most prosperous periods, and 
now they are objects of public charity. 

It would be much wiser for Congress to 
cut the appropriations to these commissions 
to practically nothing, and thus save mil- 
lions of dollars in taxes to the railroads 
which should be used in meeting their in- 
terest payments. 

Calvin Coolidge made a significant state- 
ment after the report on the railroads had 
been completed. He said: 


No doubt it is the general consensus of 
opinion in this country that we want suc- 
cess and wish to avoid failure. Obviously, 
if we are to have prosperity, it must be 
localized. It will have to be attached to 
persons in their individual or corporate 
capacity. 

This is inevitable and cannot escape be- 
ing a public benefit under our institutions. 
It is practically impossible for any enter- 
prise to prosper without being of more value 
to a vast number of people than it can be to 
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its owners. Yet as soon as the concern 
or individual becomes a success, which it 
is generally admitted is what we desire for 
everybody, we have a large body of opinion 
that wants the taxing power to be used to 
dispossess the successful and turn their 
property over to the failures. 


Taxes and the Companies. 

“While reductions in federal taxes and 
expenses are a vital necessity, it is equally 
vital and necessary that all federal, state, 
county and municipal expenses and taxes be 
reduced to the point where the tax-payers 
are able to pay. 

In the telephone industry we find that 
taxes have increased steadily until now 
about 50 cents per month of revenue of 
every telephone is being used to pay taxes. 
In past years many of our companies were 
very successful in expanding their busi- 
ness, but at the same time there was an- 
other political force working to dispossess 
them of their property through taxation. 

Now, with a higher rate of taxation and 
decreased revenue, it becomes a difficult 
problem to operate telephone properties. We 
must appeal to public opinion for a square 
deal and point out plainly that it is the ulti- 
mate consumer who must pay practically all 
taxes. 

It has been the constant aim of Indepen- 
dent operators to furnish service at ex- 
ceedingly low rates in order to reach a 
larger number of customers. The depres- 
sion, however, has fully convinced a large 
number of Independent operators that they 
have been operating with rates below the 
cost of producing services. 

Regulation by the State. 

“It might be well at this time to remem- 
ber that the legislature of Ohio in 1911 
passed the utility law to stabilize the tele- 
phone business. This law gives the public 
utilities commission power to regulate tele- 
phone rates, to fix the value of the proper- 
ties, to fix the rate of depreciation on the 
properties, and to fix the rate of return on 
the investment. 

Prior to 1911 many of the companies had 
made no provision for depreciation of prop- 
erty; and as time went on and the proper- 
ties became worn out, it became necessary 
to replace the old equipment with new 
equipment. They found they could not sell 
sufficient securities to replace the old equip- 
ment. 

The commission said: ‘We are sorry, 
gentlemen, but the law specifically provides 
that we cannot permit you to sell additional 
securities to replace existing property. You 
should have set aside an amount each year 
to provide for the depreciation in the prop- 
erty. We can permit you to sell securities 
for additions to property.’ 

The result was that a large number of 
companies were sold at practically junk 
prices. Since 1911 the commission has al- 
lowed these companies sufficient rates, if 
they were aggressive and demanded them, 
to meet the depreciation charges on their 
properties, to meet their operating expenses 
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and to earn a fair return on the investment; 
but they never allowed the companies to 
earn sufficient to set aside an amount for 
such an emergency as exists at present. 

In addition, no provision was made to 
provide a pension for employes in their old 
age. A number of companies find that they 
now have employes who have been with 

















W. L. Cary, of Newark, Was Reelected 

Vice-President of the Ohio Association for 

a Third Term at Its Annual Convention in 
Columbus Last Week. 


them for a lonz period of time and are in- 
capacitated for work. 

Another problem is that today millions of 
dollars’ worth of telephone equipment is 
idle and must be maintained. Present cus- 
tomers have transferred to a lower grade 
of service, and our long distance business 
has dropped to an exceedingly low figure. 
Old Man Depression is working every day, 
and many of the operators are viewing this 
situation with alarm. 

This is an alarming situation that must 
be faced not only by the operators but by 
the utilities commission as well. We have 
been under regulation since 1911. The 
state in many instances refused to permit 
the operators to increase the revenue, and 
now it is a joint obligation of the state 
and the operators to protect the investment 
in telephone properties and the service to 
the public. 

Many of the companies find that they 
cannot meet orders of the public utilities 
commission issued in former years with 
reference to depreciation and still pay their 
interest charges. This means that the rev- 
enues of these companies must be increased, 
or drastic cuts in operation must be made. 

A number of companies have improved 
the service to their customers by installing 
automatic equipment in smaller communi- 
ties and trunking long distance calls to a 
larger center. This means the elimination 
of operators in the smaller community and 
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in some instances this is unpopular because 
it increases the number of unemployed. 


Increase of Revenues. 

“Reducing of salaries and wages would 
be most unpopular in most localities, so the 
only sound solution is to increase the rey- 
enues. In Independent territory we find 
that entirely too much free service is be- 
ing rendered. People who could no longer 
afford to pay for service, have had their 
telephones removed. They are now using 
nearby telephones and have increased the 
traffic expenses per station without any 
corresponding benefit to the company. 


Some feel that measured service will be 
the ultimate answer to our problem. Oth- 
ers feel that manufacturers should furnish 
a de luxe type of subscribers’ equipment 
which the companies can rent to their sub- 
scribers at higher rates. This would leave 
the old type telephone which could be rented 
at present rates to the great mass of tele- 
phone users and yet secure the added rev- 
enue needed to make up present deficits by 
selling the new equipment to people who 
can best afford to pay for the finer equip- 
ment. 

The thought in the minds of these people 
is that people who demand that their tele- 
phone equipment shall meet the appoint- 
ments in their home and office, will be will- 
ing to pay an increased rate for such equip- 
ment as readily as they will expend their 
money for high-priced furnishings and 
high-priced automobiles. 

If this is not permitted by regulatory 
bodies, then it means that the entire rate 
schedules must be increased to meet present 
operating expenses. In many localities this 
would prove disastrous, because it would 
mean the elimination of another group of 
people who could not afford to keep the tele- 
phone. This is a situation that should be 
explained to the commission so that we may 
know its attitude. 

So much for our trials and tribulations. 
Let us remember them only for the lessons 
they teach. 

We wish to state that your officers feel 
that we are at the beginning of a new eco- 
nomic cycle. Deflation has taken more 
than three years, and there still remains 
much readjustment to be accomplished. Yet 
it is the general consensus of opinion 
among trained observers that the worst has 
passed, that the bottom of the depression 
has been definitely crossed and the march 
to the heights may now begin. 

This above all times is a good time to 
foresake hind-sight—eliminate the past as 
a comparative factor in our progress—and 
start to work with sustained courage and 
confidence. 

Today’s task is comparatively simple 
compared with the task of our forefathers. 
It is just a matter of courage and a willing- 
ness to take the modern tools that lay all 
about us and hew a new pathway to world 
leadership and prosperity. There is no use 
in chafing about yesterday’s disappointment ; 
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the new deal begins now, and success is 
whatever we make it. 
Association’s Importance. 

“In conclusion, we wish to impress on you 
the importance of your association. It is 
a time when every company should be a 
a member of this association. We want you 
to feel that this is your association and that 
for the time being your directors and of- 
ficers are your servants. 

If you are a member of the association 
and an employe of your company, you need 
the association to protect your wages and 
your investment in your company. 

Your officers are practicing the strictest 
economy in the operation of the associa- 
tion. We are glad to report that we closed 
the year with about $150 more in cash than 
we had at the beginning. 

Bulletins have been mailed to the mem- 
bers at different times setting forth various 
bills that were introduced in the last Gen- 
eral Assembly which would affect your 
business adversely. It would not only affect 
the investment in the companies but these 
bills would also affect the wages paid to 
employes. 

Your association still has a large amount 
of work to do in educating the public and 
pointing out that practically every company 
in the state is losing money at this time. 

We must point out to our customers that 
an undue portion of their telephone rental 
is being used to pay taxes and that we are 
expected to render service to our patrons at 
practically the same rates when prices are 
high as we do when prices are low and 
that a large portion of our gross revenue 
is used for wages to a faithful corps of 
employes.” 

Report of Secretary-Treasurer. 

The annual report of Secretary-Treas- 
urer Frank L. McKinney was presented 
following President Hageman’s address 
The figures read by Mr. McKinney showed 
the association to be in excellent financial 
condition with the budget well-balanced. 

In commenting upon conditions in the 
field and work of the association, Mr. Mc- 
Kinney said: 

“As a rule the annual reports that are 
being rendered this year make anything but 
pleasant reading. I am, therefore, doubly 
happy to be again in a position to report 
that your state association is in sound and 
healthy condition. 

Throughout the past year all of our mem- 
ber companies have cooperated splendidly 
tor the good of the industry. Your organ- 
ization has met an increased demand for 
special forms of association service, and 
today completes what has probably been the 
busiest year in its long history. 

For several months past we have had the 
General Assembly in session here, consid- 
about 1,000 bills, many of which 
would have served to make your operations 
more difficult; which would have caused 
you to waste several millions of dollars for 
innecessary and foolish purposes; or which 
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threatened to subject our companies, and 
eventually our customers, to heavy in- 
creases in taxes that are already intolerably 
high. 

As usual, your association has represented 
your interests as effectively as possible. 
Every one of the thousand bills introduced, 
was scanned to determine its possible appli- 
cation to your business; and the findings 
of the association were bulletined to you 
in ample time for you to take appropriate 
local action. 
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Frank L. McKinney, of Columbus, Who 

Was Reelected Secretary-Treasurer, Re- 

ported on the Financial Condition of the 

Association and Commented on the Legis— 
lative Situation. 


great deal of effective educational and in- 
formative work has been done. 

Throughout the legislative session we 
have kept in mind the pressing necessity 
for handling these matters in the most eco- 
nomical manner possible. Few of you have 
been called to Columbus at any time during 
the session. This year, more than ever 
before, the burden of battling unwholesome 
legislation has been lifted from the should- 
ers of the individual companies and car- 
ried on by your officers and directors. 

The troubled business conditions of 1932 
brought us a marked increase in associa- 
tion activities of a service nature. It is a 
point of real pride with your secretary that 
we have been able to handle this added vol- 
ume within the bounds of our income. 

While on the subject of association in- 
come, I want to ask every executive here 
to see that his own company sends in its 
check for dues as promptly as possible at 
the beginning of every quarter. The dues 
in the Ohio association have not been in- 
creased during the past 35 years. I doubt 
if there is a handful of state associations 
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in the entire country with as splendid a 
record. 

It has been possible for us to do what 
we have been able to do, without increasing 
the dues, by developing other sources of 
revenue such as advertising in the Tele- 
phone News, subscriptions, etc. At pres- 
ent these latter sources of revenue are dry- 
ing up to some extent. The outlook for 
1933 is not very promising. 

Your officers and directors do not want 
to see any increase in the dues. In fur- 
therance of this policy, your secretary- 
treasurer has worked out a budget for 1933 
that will be submitted to the board of di- 
rectors which will enable us to operate 
within our expected income. These rec- 
ommendations include among other things 
a decrease in salaries and other expenses 
that permit of adjustment but without any 
decrease in the activity or efficiency of your 
state association.” 

National and General Problems 
The National Viewpoint” was the sub- 
ject assigned to F. B. MacKinnon, Chicago, 
president of the United States Independent 
Telephone Association. Mr. MacKinnon 
presented an excellent picture of the tele- 
phone industry and its relation to the na- 
tional government and also of prevailing 
conditions. He warned the telephone people 
not to become confused by the various 
theories that are proposed and to remem- 
ber in considering them that this is a prac- 
tical world. 

“This has been one of the busiest years 
the national association has ever had,” said 
he. “We have had more calls for partici- 
pation in conferences in Washington than 
at any time since the war. 

“In Washington we are confronted by the 
‘New Deal.’ As concerns telephone com- 
panies, the talk more regulation. 
There is a wave going over the country, de- 
manding more intensive regulation. 

Due to the attention attracted by the way 
utility finances have been handled in the 
past five years, the been 
gained by the public that a lot of money has 
been made by the utilities; hence a demand 
for lower rates. It is in the air that ‘We 
are going to take the utilities and the tele- 
phone companies for a ride.’ What is our 
answer to this? 

‘This is a practical world.’ That must be 
our answer to the cry that telephone rates 
must and will come down; make reply that 
‘This is a practical world. It takes money 
to operate; you have not paid any attention 
to this; you are talking about the theoreti- 
cal side, overlooking the practical side and 
trying to prove some theory.’ 

Sometimes I wonder where we are head- 
ing—whether we are not going back to 
where we started; whether we are taking 
the telephone switchboard back to the drug 
store and the telephone man back to a jack 
of all trades instead of devoting all his 
time to the telephone business. It does not 
seem that the people want that. The peo- 
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ple will not go back to all dirt roads, and so 
they will demand the best of telephone 
service. 

We must all stand together and say ‘No 
farther. From here we go forward.’ ” 

Mr. MacKinnon referred to a talk he 
made several years ago before the Ohio 
convention to the effect that the telephone 
practically stands alone with nothing to 
substitute for it. “That statement stands 
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today,” declared the speaker, “for there is 
nothing to take the place of the telephone 
systems that have been built up. Keep 
that in the back of your minds all the time. 

“When some one says you ought to cut 
rates reply ‘This is a practical world; come 
in and talk things over.’ ” 

The speaker told of the United States 
Independent Telephone Association asking 
the Interstate Commerce Commission for 
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sake of mere curiosity. 


from his pocket. 


New York state.” 


“Well, hurry up! 


tossing the “Extra” onto the couch. 


to sell “Extras.” 


growing selfish and hard?’ 
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SENTIMENT 
By Miss Anne Barnes, 


Traveling Chief Operator, Iowa Independent Telephone Association, 
Des Moines, Iowa 


Ringing out in the night I hear a chorus of newsboys’ voices lustily calling, 
My first impulse is to get a paper, but on second thought I 
decide not to bother as the news flash likely has to do with some unusual or 
tragic happening so far away that it will be of little interest to me. 
in again the Eddie Cantor program and enjoy a good laugh and hear the 
“Extra!” less and less between one Cantor joke and another. 

All over the city tonight, as every night, men, women and children are 
relaxing after their own fashion, even as I. 
siping, listening to the radio and whatnot, but not many, who are indoors, are 
inconveniencing themselves to go out into the night after an “Extra” for the 


“What’s the Extra?” is asked of someone entering with a paper protruding 


“Oh, nothing that would interest you. 
industry inveigles one into buying an ‘Extra’ about a child being tortured in 


Get out of your coat. 
and the Browns are coming over for a bridge game,” replies the questioner, 


Back in New York state a heinous crime is committed. New Yorkers are 
shocked, but as the ripple made by the crime widens out into other states the 
deed becomes increasingly less interesting until it finally is used as a news flash 
The grieving does not extend beyond the first few ripples. 
After that it is drowned by the clamor of voices and hurrying feet going places 
and doing things according to inclination. 


One night during the Christmas holidays, when I was on my way home, 
I had to travel the last lap of my journey on a motor train consisting of one 
| combination passenger, shipping, baggage and smoker coach. The passenger 
| compartment was separated from the rest, which was forward, by a glass 
Due to the holiday season, the coach was very crowded with both 
The smokers did not seem to mind the crowded 
conditions as they sat there talking, joking, laughing and smoking. 

At one of the stops the train made, a long pine box was shoved in and 
set so close to the smokers that they had to draw in their feet. 
the talking and laughing ceased for a few minutes and the smoke rings grew 
But as the train jolted on, the hum of voices started again, and the 


Finally, one young chap, wearing red rubber boots, gingerly placed one 
| foot and then the other on the top of the pine box. 
| the railroad official would tell the young man to remove his feet from the box, 
but—well, the place was so cramped and crowded and, after all, why should 
sentiment enter into the transaction of a pine box being shipped, regardless of 
This must have been the viewpoint of the railroad official. 
| Before the train arrived at my destination there was a row of feet resting 
In the meantime, somewhere, grief-stricken ones 
awaited the arrival of, not the pine box, but a loved one. 
Sentiment is thought prompted by feeling. We need sentiment 
in all of our contacts with humanity more and more now that the telephone, 
traveling facilities, and the radio are bringing the whole world into neighborly 
relationship. God pity us if we ever lose sentiment. 


So I tune 


Some are feasting, dancing, gos- 


It’s a crime the way the newspaper 


You’re just in time for dinner 


I sometimes wonder, “Is the world 


I noticed that 


Naturally, I expected that 
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postponement of the effective dates of the 
depreciation order for one year. There 
have been changes among the state com- 
missions and only a few of them are in 
a position to really function in connection 
with the depreciation order. 

The meeting of the representatives of the 
state commissions on April 13 in Washing- 
ton with the Interstate Commerce Commis- 
sion relative to the latter’s accounting sys- 
tem, was briefly described, closing with the 
information that the hearing had been con- 
tinued to June 14. 

In referring to the proposed federal 
communications commission, Mr. MacKin- 
non said there was not much talk of it in 
Washington recently. His personal impres- 
sion is that at the present time there will 
be very little change made in the jurisdic- 
tion of the Interstate Commerce Commis- 
sion. 

Reference was made to bills in the Sen- 
ate and the House, specifying that the 
federal courts shall not interfere with the 
state commissions in the regulation of rates. 
This is a dangerous thing and is opposed 
by the American Bar Association and 
various state bar associations. 

A securities bill has been proposed but 
it is hoped that it will be amended so as 
not to apply to telephone companies as they 
are regulated by the Interstate Commerce 
Commission. 

The investigation of holding companies 
is now under way. Exhaustive investiga- 
tion has been made of the railroads, the 
power companies and the pipe line com- 
panies. The investigation of the telephone 
holding companies is being made by Dr. 
W. M. M. Splawn who is at present en- 
gaged in preliminary work. From the re- 
ports on these various investigations, Con- 
gress proposes to frame up regulation of 
the securities of holding companies. 

In briefly discussing rates Mr. MacKin- 
non stated that the real practice should be 
for the commissions to see that the sub- 
scriber gets service instead of hammering 
on rates and conducting investigations at a 
great cost, ultimately, to the public. 

Statistics of Independent Companies. 

The Class A _ Independent telephone 
companies—some 70 odd—lost 120,000 sta- 
tions in 1932. In January, 1933, they lost 
15,000 stations which is as high as the aver- 
age rate in 1932. 

In 1931, the total revenue was $1,800,000 
less than in 1930. In 1932 it was $6,000,000 
less than in 1931. The total expenses in 
1931 of these Class A companies were 
$1,600,000 less than in 1930. In 1932, they 
were $2,800,000 less than in 1931. The net 
revenue was $300,000 less in 1931 than in 
1930 and $2,600,000 less in 1932 than in 
1931. 

The net earnings to fixed capital in 1931 
was 5.9 per cent and in 1932 the ratio was 
47 per cent. In 1932, the companies 
showed 2.5 per cent for dividends on pre- 
ferred and common stocks and_ sinking 
fund requirements. 
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“This decrease,” said Mr. MacKinnon, 
“was carried over into this year and the 
larger group of companies will have hard 
work to pay their interest charges and 
dividends on preferred stock.” 

“Let’s not forget,” said the speaker in 
closing, “that this is a practical world and 
that we cannot afford to work in any 
theories.” 

Randolph Eide of Cleveland, president 
of the Ohio Bell Telephone Co., was 
scheduled on the program for an informal 
address. As it was impossible for him to 
be present, his place was taken by David 
H. Morris, assistant to the president. 

Mr. Morris expressed the regret of Mr. 
Eide in his inability to be present at the 
convention and the appreciation of the or- 
ganization of the Ohio Bell company for 
the continued friendly relations with the 
officers of the Ohio association. 

Some Problems and Solutions. 

Commenting upon the present situation, 
the speaker stated that the industry has 
many difficult problems before it. A num- 
ber of the rules that have been in effect 
for many years have changed. Telephone 
rates are contrary to the general trend of 
prices and the public does not understand 
why. They have forgotten that rates did 
not go up with other prices. 

“The public,” said Mr. Morris, “is apt 
to think the companies have something 
buried—hidden away—that they do not 
know about, and cannot believe that we 
have laid all our cards on the table. It is 
pretty hard for the average human being 
not to be jealous of one not in difficulty 
at the present time. The telephone indus- 
try is solvent but there is a feeling among 
the public that they want to drag it down. 
The social pressure in times like these is 
harder than ever and people are not able, 
as in ordinary times, to go along with us 
and see and believe us. 

“We talk of morale. There is a very 
intimate connection between morale and 
morals and we notice a letting down of 
ethical standards. Up to date this has not 
happened in the telephone industry. We 
still stick to dealing fairly with the public, 
being fair and square with them. We 
should stick to the standards we have set 
and persuade others that this is an indus- 
try which does not need more regulation. 

The real secret of the successful com- 
ing out of the telephone industry in the 
changes to be faced, hinges around a group 
of words beginning with ‘S.’ 

The first is: Satisfying everyone; serv- 
ice satisfactory to everyone no matter what 
happens. 

Salaries or wages. We have a responsi- 
bility as to salaries or wages. The Ohio 
Bell Telephone Co. is supporting 8,000 
families through its payroll. It is support- 
ing 1,800 families through payment of its 
taxes. We are learning slowly but surely 
that the prosperity of the nation depends 


on the ability of people to buy what they 
want.” 
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The speaker then referred to price cut- 
ting and declared it is not a sales argu- 
ment. As an illustration he cited an in- 
stance of a store advertising a sale of 
refrigerators at $89 which ordinarily sell 
at $110 and cost $80. As the result of the 
cut price sale, only four refrigerators were 
sold. It is quite likely that practically the 
same number of refrigerators would have 
been sold at the regular price if a sufficient 
effort had been made. As it was, the en- 
tire transaction was an unsatisfactory one. 

Solvency was the third word brought up 
by Mr. Morris, and he stressed the manag- 
ing of affairs so that companies and indi- 
viduals would continue solvent. 

The speaker declared himself an optimist 
and believes we will come out all right. 
The brain of man, he declared, has devel- 
oped many things in the last 50 years, and 
it is not through yet. 

In closing he referred to a recent talk 
by Col. Ayres concerning Cleveland, lo- 
cated where rail and water meet and hav- 
ing other features and advantages which 
it seems to him have a direct 
upon the city’s future. These same fea- 
tures Mr. Morris declared apply to the 
telephone industry, and he expressed it as: 

“We shall go forward because we are 
exhibiting an essential service and have 
learned to cooperate and team-up for the 
service of the public.” 

Past Presidents Present. 

President Hageman, noting several past 
presidents of the association in the conven- 
tion hall, called upon them. 

Frank L. Beam, of Mt. Vernon, a pres- 
ident of the association for many years, 
declared his belief in the United States. 
He stated that he was in Detroit some 35 
years ago when the first national Inde- 
pendent association was organized, and the 
industry has been fighting ever since, just 
as it is now fighting the depression. 

“The telephone business is not dead,” 
he said, “and in five years from now you 
will have forgotten all about the depres- 
sion. It has brought us closer together 
than ever before.” 

Mr. Beam, in closing, referred to hav- 
ing been in attendance with one exception 
at every Ohio and national meeting since 
that first organization meeting in Detroit 
in 1897. 

Dr. C. L. Jones, of Athens, stated that 
he had been coming to the state meetings 
for about 35 years and had never missed 
one in that period. He is always glad to 
meet his old associates in the business and 
is a thorough believer in the value of asso- 
ciation membership. 

J. Warren Safford, of Troy, the Ohio 
association’s junior past president, declared 
himself an optimist as he commented upon 
the address by Mr. Morris. 

“T have faith in the future,” he said. “I 
know 120,000,000 people in this country 
have used telephone service since its be- 
ginning, and I know they will use it again 
in the future. 
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“Let’s keep that courage the telephone 
industry has had and will continue to have, 
and stay with the game and do the best 
we know how—and somehow we are going 
to work out these problems and find the 
answer.” 


President Hageman brought up the ques- 
tion of nominations for five directors 
whose terms now expire. Nominations 
were called for from the floor by the 
president. There being only five names 
proposed, President Hageman questioned 
the printing of ballots and subsequent bal- 
loting. 

W. L. Cary, of Newark, thereupon 
moved the suspension of rules and that the 
secretary be authorized to cast an unan- 
imous ballot for their election. The mo- 
tion was seconded and carried unanimous- 
ly when put to vote. The names of those 
thus elected have previously been given. 


There being no further business, Presi- 


dent Hageman declared the session ad- 
journed. 
The Cutting of Expenses. 
The Wednesday morning session was 


the most interesting one of the convention 
sessions. It’ was a little late in getting 
started but continued until 1 o’clock. 

The reduction of expenses, the mainte- 
nance of service, public relations and the 
position the manufacturers occupy in rela- 
tion to the industry were subjects thor- 
oughly discussed by capable speakers. 

William C. Henry of Bellevue, general 
manager, Northern Ohio Telephone Co., 
was the first speaker presented by Presi- 
dent Hageman. Discussing the subject, 
“Reducing Expenses to Conform to Re- 
duced Income,’ Mr. Henry stated that 
the companies face a triple responsibility : 

First, to subscribers and the telephone- 
using public; second, to stockholders whose 
money is invested in the properties; and 
third, to employes, most of whom have 
served the companies for a long period 
of time. 

These three responsibilities were then 
considered in the order given with these 
conclusions: 

The subscriber should bear no part in 
the decreasing of costs through the di- 
munition of his service. 

Equity stock of telephone companies 
should not constitute a special privileged 
security, to be exempted from its fair part 
in helping to meet reduced income at this 
time. 

It is unfair to ask employes to bear all 
of the necessary reduction which has to 
be made. 

Mr. Henry then outlined the manner in 
which savings have been made in the 
wages paid employes of this company. 
The available work has been spread among 
operators by each one taking so many days 
off each month, or in some cases one week 
out of every six. The rate of pay of the 
operators has not been reduced and no 
wage reduction is contemplated as oper- 
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ators’ wages were not raised in 1927, 1928 
and 1929. 

In the construction department, no reg- 
ular employes have been laid off or dis- 
missed, except two men for cause, nor 
have the monthly rates of pay been re- 
duced. The maintenance and construction 
employes are now on a five-day week and 
are paid for the 
monthly rates. 

The speaker emphasized that it is a 
dangerous policy to ruthlessly reduce 
wages of employes and declared that so 
long as rates for telephone service remain 
the same, he regards reducing of wage 
rates as directly opposed to all rules of 
good public relations. 

In concluding, Mr. Henry discussed the 
matter of depreciation and warned com- 
panies that unless they utilize the re- 
built up, they are placing their 
rates and their plants in jeopardy should 
they be attacked. Sooner or later they 
will run afoul of the state commission 
or the Interstate Commerce Commission. 

If it is necessary to continue to reduce 
expenses, Mr. Henry declared that all re- 
ductions in his company will be made along 
the lines of sound telephone management. 
His address will be published in full in 
a future issue of TELEPHONY. 

“The Maintenance of Public Relations” 
was the subject of an excellent address 
by J. Warren Safford of Troy, president 
and general manager of the Troy Tele- 
phone Co. “Unmistakably,” said Mr. 
Safford, “we are now in the first stages of 
business recovery. The mental attitude is 
changed, and here and there are tangible 
evidences of industrial 


time at their regular 


serve 


awakening. It 
would, therefore, seem proper at this time 
for every one of us to give serious thought 
to the subject of public relations, which 
may be defined as ‘What folks think of 


’” 


us. 


Mr. Safford then discussed what can be 
done to strengthen weaknesses in public 
relations and considered ways and means 
of building up still stronger relations with 
the public. He used as an illustration, 
two types of merchandising—the $1.98 kind 
and the $2.00 kind. One appeals to the 
buyer’s sense of cheapness and the other 
to his appreciation of value. The first is 
much easier, but the second is more en- 
during though much more difficult. 

As to rates, the demand is far too gen- 
eral to be cured by the really only effec- 
tive remedy—that of educating the indi- 
vidual about the telephone business. The 
best that can be done is to handle each 
individual case as such, tell the truth about 
the business and thus win the confidence 
of the complainant. 

Service standards must be kept up and 
the public impressed with the company’s 
desire to serve so that they will think more 
of the service and its value than they do 
of the price. 

The speaker then told of personal ex- 
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periences in carrying out such a program 
and mentioned a number of new services 
not heretofore featured by his company. 
Well-managed credit extension can prove 
a good thing, but poorly handled will set 
up a barrier in the future. 

In closing, he mentioned an experiment 
which he has conducted for nearly nine 
months and feels that it has benefited his 
company’s relations with the public. Mr. 
Safford is handling the telegraph, cable 
and money transfer service afforded by 
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the. Postal Telegraph & Cable Co. at a 
profit. “The proof of public approval,” 
said he, “is an increase in this class of 
business, even during these times.” 

His address will be published in full in 
a. future issue. 

“The Telephone Industry in this Period 
of Transition” was discussed in a most 
interesting manner by John J. Joseph, pub- 
lic relations department, Ohio Bell Tele- 
phone Co., Cleveland. 

(Please turn to page 34.) 


What Operators Want to Know 


Telephone Employes Continue to Be Sales-Minded—Unusual 
and Interesting Incidents Occur in Connection With Telephone 
Sales-——Sales Campaigns Not Confined to Our Country—No. 96 


By Mrs. MAyME WorkKMAN, 
Trafic Supervisor, Illinois Telephone Association, Springfield, Ill. 


service continues to 
be an interesting game and an important 
factor in every telephone employe’s life. 
People who never dreamed they could sell 
anything are coming to the front in mak- 
ing telephone sales. 


Selling telephone 


Many of our sales opportunities occur 
during off-duty hours in our contacts with 
friends and acquaintances and on our way 
to and from work. Strange and interest- 
ing things occur in connection with sell- 
ing telephone service. An operator re- 
lated an experience she had recently. She 
was working at the toll board and re- 
ceived a messenger call for a non-sub- 
scribed. She completed the call and noted 
the called party’s name and address. 

That evening she called at this address 
in an effort to make a sale. She was rather 
dubious about making the call when she 
arrived at her destination as the house 
was located in that section of the city 
where a large percentage of the colored 
people reside. But she said, “I have gone 
this far, I am not going to back out now.” 
She rapped on the door and when it 
opened a burly negro stood in the door- 
way. He gasped when he saw the white 
girl and she was just as surprised to see 
him but she soon regained her composure 
and explained her errand. 

The colored man stated that his work 
had kept him out of town most of the 
time but that he expected to work in the 
city in the future and he thought he would 
like to have a telephone. The sale was 
not closed that night but the young lady 
turned in her prospect slip to the commer- 
cial department and the deal was closed 
a few days later. 

This experience was surprising to me as 
I know the young lady quite well and she 
is a very timid girl, the quiet retiring type, 
and it must have taken a great deal of 
courage to interview this prospect. But 
she is taking her sales work seriously and 
she is determined to contribute her part 
to the sales quota for 1933. We find timid 


girls in every organization but with the 

proper coaching and encouragement they, 

too, can make sales. 

Employe sales campaigns are not con- 
fined to our country alone. A recent arti- 
cle in the International System News 
stated that Spain shows a sizable gain in 
telephone stations and that the employes 
contributed to an increase of 17,288 tele- 
phones in ten months during 1932, a net 
station gain of approximately 7 per cent 
for ten months. On January 1, 1932, the 
Spanish Telephone Co. served 242,152 sta- 
tions. On October 23, of the same year, 
there were 259,440 stations in service. 

This article says in part: “These fine 
results have been brought about by the 
enthusiasm and the skill with which, not 
only commercial department employes but 
all employes of the company, have sold 
telephones and telephone service during 
their rounds on other company duties and 
their hours off-duty when they 
have also been constantly alert for op- 
portunities to make sales.” 

This is a very fine tribute to the em- 
ployes of the Spanish Telephone Co. If 
the senoritas can sell telephones, so can 
we, so—on with the sales. 

Questions from Illinois Operators. 

1. On a station-to-station call, made col- 
lect after conversation, with a station 
rate of 10 cents and the charge is not 
accepted, what rate applies? 


during 


2. What per cent of completed toll calls 
is considered good? 
3. Should the operator put the time and 


rate on the front of the ticket? 

4. If a station-to-station call placed from 
a pay-station at 9:00 a. m. is delayed 
with an “OD” or “DA” report until 
9 p. m., would you charge day station- 
to-station rate or night rate? 

5. In figuring percentage of completed 
toll calls are covered calls considered 
as canceled calls? 

For answers to these questions from reat 

lilinois operators, please turn to page 34. 
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Here and There 


in Telephone Work 





Mr. MacDonald Inaugurates Serv- 
ice from the Berengaria. 
Minister J. 
Britain, 


Prime Ramsay MacDonald 


of Great aboard the steamship 
miles out at 


sea, on April 20 inaugurated regular tele- 


Berengaria several hundred 


phone service between the liner and North 
American telephones. He spoke with his 
country’s ambassador, Sir Ronald Lindsay, 
who was at the British embassy at Wash- 
ington, D. C. 

Mr. MacDonald's voice, radioed from the 
ship, was directed to the A. T. & T. Co.’s 
short-wave station at Forked River, N. J., 
where it was received and sped over wires 
and cables to Washington. The ambassa 
dor’s words followed the same route back 
to the transmitting station at Ocean Gate, 
N. J., where it went on the air to the In- 
ternational Marine Radio Co.’s receiving 
apparatus aboard the liner. 

The new service enables calls to be put 
up between any Bell or Bell-connected tele- 
phone in North America and the Beren- 
If the liner is within 500 nautical 
miles of New York, a three-minute call to 
a telephone in that city costs $9. When the 
farther out at sea, the charge is 
$18. The Berengaria is the 19th liner to 


garia. 


ship is 


have ship-to-shore service with the United 


States. 


Anglo-Portuguese Telephone Co. 
Holds Successful Dance. 

The Anglo-Portuguese Telephone Co., 

Ltd., gave its annual ball on March 18 at 

the Navy 


Portugal, 


League ballroom in Lisbon, 


which attracted an enthusiastic 











Credit Was Given the Dance Committee for the Arrangements That Attracted More 
Than 600 Persons to the Annuai Ball Given by the Anglo-Portuguese Telephone Co., Ltd., 
at the Navy League Ballroom on March 18 in Lisbon, Portugal. 


crowd of more than 600 telephone men and 


women and their friends. Reservations 
were in such demand that it became neces- 
sary to suspend the issuance of any more 
tickets about three days before the date of 
the dance. 


The invitations to the dance were quite 


unique. On the front of the invitations 
were shown two telephones dancing to- 


gether. One was dressed in men’s black 


evening clothes and the other wore an 
attractive, gold evening gown. 

The names of those on the entertainment 
committee were listed on the inside of the 
included W. G. T. 
general manager of the Anglo-Portuguese 


and W. A. 


invitations and Pope 


company, Loweth, chief ac- 
countant. 
The 


those on the dance committee and also a 


accompanying photographs show 





More Than 600 Persons Attended the Annual Ball Given by the Anglo-Portuguese Tele- 


Phone Co., Ltd., in Lisbon. 


Reservations for Tickets Came 
Committee in Charge Was Forced to Suspend 


In So Rapidly That the 
Issuing Any More Three Days Before 


the Date of the Dance. 
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part of the crowd of 600 persons who at- 
tended the party. A great deal of effort 
was expended to arrange an interesting and 
varied program, and the results were quite 
etatifying to those in charge. 





Unification of Research Branches 
of Bell System Started. 


In a series of changes preliminary to 
the unification next fall of the Bell Tele- 
phone Laboratories and the research de- 
partment of the American Telephone & 
Telegraph Co., H. P. Charlesworth, vice- 
president of the Bell Telephone Laborato- 
ries, has become assistant chief engineer 
of the A. T..& T., and E. H. Colpitts, as- 
sistant vice-president of the A. T. & T., 
has become vice-president of the Bell Tele- 
phone Laboratories. 

Mr. Charlesworth thus will be the prin- 
cipal assistant to Bancroft Gherardi, vice- 
president and chief engineer of the Ameri- 
can Telephone & Telegraph Co., and Mr. 
Colpitts will be the direct lieutenant of F. 
B. Jewett, vice-president in charge of re- 
search of the company and president of the 
Bell Telephone Laboratories. 

Mr. Jewett and Mr. Colpitts will be in 
charge of the combined research forces of 
the A. T. & T. Co. and the Bell Tele- 
phone Laboratories, which is 50 per cent 
owned by the A. T. & T. and 50 per cent 
owned by the Western Electric Co., manu- 
facturing subsidiary of the A. T. & T. Co. 

For the time being there will be no 
change in the corporate relationships, al- 
though unification will be extended to the 
structure at a later date, and the com- 
bined personnel will not operate from a 
single headquarters until further details 
have been arranged. 

It is contemplated that the A. T. & T. 
will own the Bell Telephone Laboratories 
outright, and that the entire research 
forces will be concentrated at 463 West 
street, New York City, where the labora- 








8 


tories are situated. The combined person- 
nel will number about 4,500, principally re- 
search engineers. 

Originally, research in telephone and 
allied fields was conducted by the Western 
Elictric Co. as a divisional activity and 
later, for accounting and other purposes, 
it was segregated. At the same time the 
A. T. & T. Co. maintained its own re- 
search force and operated it on a contrac- 
tual basis. 

Whenever any associated company of the 
Bell System had a particular problem or 
program to work out, the A. T. & T. Co. 
research department undertook the work, so 
that most of its engineers were in the field 
a large part of the time. All general re- 
search was handled by the Bell Telephone 
Laboratories. 


Expense Reduction Through Vol- 
untary Resignations of Employes. 

The New York Telephone Co. recently 
instituted a policy of seeking “voluntary 
resignations” among more than 20,000 em- 
ployes comprising its operating force. The 
step was taken to forestall further wage 
cuts through additional part-time work 
or outright personnel reductions. It is said 
to be in line with the action of several other 
subsidiaries of the American Telephone & 
Telegraph Co. which during the last year 
have paid a “dismissal wage” to employes 
who could no longer be retained. 

According to Victor E. Cooley, vice- 
president of the New York company, a “va- 
cation payment” equivalent to a week’s sal- 
ary for every year of service will be given 
to every jobholder who feels he can re- 
linquish his position. 

“To the extent we are successful in ob- 
taining voluntary resignations,” Mr. Cooley, 
explained, “the remainder of the force, 
whose financial responsibilities are heaviest, 
will be benefited. We are simply asking 
our people who do not need employment 
to consider the welfare of those in less 
fortunate circumstances.” 

The company has 9,000 more persons on 
its payroll than would be necessary if every 
one were on a full-time basis, it was 
pointed out. Turnover has fallen to less 
than one-fourth of normal and at the same 
time telephone usage has decreased, it was 
said. 

Operators and supervisors were being ap- 
proached personally with regard to volun- 
tary resignations, Mr. Cooley added, and 
the movement already has been greeted by 
“cooperation.” Preliminary studies had indi- 
cated that one resignation in ten might 
be expected, he said, although no figures 
were as yet available. 

It was indicated in a formal statement 
that the appeal was being addressed to 
“members of the force who are thinking of 
resigning at a later date but have not 
advised us of their intention, or who feel 
that their circumstances are such that they 
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can give us their positions without hard- 
ship.” 

Every one of the 50,000 employes and offi- 
cers of the company, “from the president 
down,” has been on a part-time basis for 
almost a year, Mr. Cooley said. 


Flashes and Plugs—News Briefs 
and Comments. 

Service rates are a live issue all over 
this country. The company that keeps its 
plant in good condition so it can give effi- 
cient service is best able to defend its 
rates. Are you keeping up your repairs 
and maintenance ? 

Order those needed supplies today. 

* ok 

Garrison Babcock, consulting telephone 
engineer, who has been in a hospital at 
Seattle, Wash., is again on the job. An 
effort was made to enlist his services in 








SELLING THE SERVICE. 

By Joun G. Reywno rps. 
1. Are you proud of your company? 
Sure you are. But—is your company proud 
of you? Have you helped your company 
through the depression by putting forth 
every possible effort to make sales? Or 
have you failed to help and thus let the 
selling job fall to your fellow employes? 
If you have failed, you have lost a big 
chance to make your company proud of 
you. 

2. Listen to your friends when they 
speak of their telephone service. Many a 
regrade to better service has been made, 
just because an employe overheard a sub- 
scriber state that his line was 
busy. 

3. Telephone employes who are not 
dealing with telephone rates and charges 
are apt to forget them and thus be unable 
te quote the correct prices to a prospect. 
Provide your employes with a card show- 
ing the various rates, service connection 
and installation charges for the items of 
telephone service offered for sale by your 
company. 

The expense of preparing such cards 
would not be noticed and your employes 
would not lose sales by being unable to 
quote correct rates. Your employes are 
willing to help you; why can’t you help 
them by furnishing them with figures, 
facts and data that directly concern their 
prospects ? 

4. Make your prospect feel that you are 
interested in him and not primarily inter- 
ested in making a sale. Answer all of his 
questions, analyze his needs, and sell him 
the service which will serve him best. 

5. Boarding and rooming houses often 
lose money because of calls placed over 
the telephone by a boarder or roomer who 
never pays for them. Suggest pay tele- 
phones for such places and thus save the 
customer money and increase the company’s 
revenue. 


always 
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a movement to reduce telephone rates, but 
he said he was interested more in service 
improvements than in rate reductions. 

* *x* * 

In one of the exchanges at Columbus, 
Ohio, some of the lines are designated by 
the letter W, J, R and M. To help them 
remember, the operators are advised to 
keep in mind the phrase, “William Jen- 
nings Runs Much,” which harks back to 
the days when William J. Bryan was a 
perennial candidate for president. 

* * * 

New York’s legislature declined to adopt 
Governor Lehman’s suggestion to make 
public utility companies pay the cost of 
rate proceedings. The estimated amount 
involved is $750,000 a year. 

* * x 

In a letter to TELEPHONY, Arthur W. 
Page, vice president of the American 
Telephone & Telegraph Co., advises that 
the Bell System at the Chicago World’s 
Fair will display a number of the early 
instruments suitably marked, but statistics 
of telephone growth will be separate “So 
as not to mix finance with science.” 

Speaking in materialistic terms, science 
usually needs some finance to make much 
real headway. 

* * * 

The city council of Seattle recently 
voted to submit to the voters a proposal 
for the establishment of a municipal tele- 
phone system. 

* * * 

The Sun Life Assurance Co. of Canada, 
is the largest holder of American Tele- 
phone & Telegraph Co. stock. It owns 
136,550 shares and did not dispose of any 
of its holdings in 1932. 


* * * 


The new Illinois 3 per cent sales tax, 
effective since April 1, does not apply to 
the sale of telephone service but does apply 
to the sale of supplies. 

* * * 

The United States Independent Tele- 
phone Association may secure another 
postponement of the Interstate Commerce 
order on depreciation rate filings. Presi- 
dent MacKinnon has asked the commis- 
sion to permit telephone companies desir- 
ing to do so to defer filing until January, 
1, 1934, instead of August 1, 1933. 

* * * 


In order to illustrate the points in a 
sermon on “Number, Please?” the Ohio 
Bell company set up a switchboard in 
the Methodist church at Chagrin Falls, 
Ohio. One of the company’s operators 
put through theoretical calls during the 
address, and added to the interest of the 
audience. 

* * * 

John H. Wright, vice-president of the 
Jamestown (N. Y.) Telephone Corp., has 
been appointed chairman of the depositors’ 
committee in charge of reorganizing the 
National Chautauqua County Bank. 
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Tennessee Commission on Utility Rates 


Legislature Seeks 25 Per Cent Blanket Reduction in Rates of Utilities— The 
Railroad & Utilities Commission Cites Laws and Federal Supreme Court De- 
cisions Regarding Rate-Making—Such Drastic Reduction Means Bankruptcy 


The house of representatives of the Ten- 
nessee legislature last month adopted reso- 
lutions, with the senate concurring, requir- 
ing that the Tennessee Railroad & Public 
Utilities Commission make such investiga- 
tions necessary to determine if all rates of 
public utilities, within its jurisdiction, may 
be legally reduced by at least 25 per cent 
of the present charges and by as much 
larger percentage as the facts ascertained 
would warrant. The commission was or- 
dered to show cause within 10 days, from 
the date of the order, why these rates have 
not been reduced. 

In answer to the resolutions the Tennes- 
see commission, in a report dated March 
22, declared against such reduction. It said: 

“Prior to the creation of this commission 
in 1919, no utility supplying electric power, 
lights, gas or telephone service, had an 
established rate base or a legal scientific 
valuation of its properties upon which rates 
could be intelligently and lawfully fixed. 
The rates then charged for such public 
utility service had not been scientifically, 
legally or equitably worked out for any 
community in the state. 

There was no uniformity of rates and 
the rates for services in each community 
were determined by agreement between the 
particular community served and the utility 
serving it. Such rates were largely fixed 
on the basis of the capitalization of the 
company rather than upon a consideration 
of the reasonable value of the property of 
the company used and useful in furnishing 
such service. The inevitable result was that 
these rates so fixed on such basis were then, 
in many instances, materially higher than 
the rates generally in effect at this time.... 

It has been the task of this commission 
since its establishment to revise and review 
the whole rate structure of all utilities in 
the state of Tennessee and to establish—in 
some instances by commission orders, in 
others by agreement, and in others as a 
result of litigation—reasonable rate bases 
and so far as possible reasonably uniform 
schedules of rates and charges for the serv- 
ices rendered by these various utilities. 

Rate of Return. 

“This commission, indeed no commission 
nor court nor legislative body, can legally 
order and put into effect rates which will 
not and cannot be made to yield, under 
Proper management, a fair return upon the 
reasonable value of the property devoted 
by the utilities to the rendition of its serv- 
ice to the public. 

The United States Supreme Court has 
Many times, and in fact uniformly, held 
that rates prescribed by public authority 


which will not yield such a fair return on 
the reasonable value of the property used 
and useful in rendering service, are confis- 
catory and constitute a violation of the 
14th amendment to the Constitution of the 
United States. These 
United States Supreme Court are binding 
upon all inferior courts and upon all bodies, 
boards and commission, both state and fed- 
eral, clothed with regulatory 
within the United States. 

We, therefore, assume that it is not the 
desire of your honorable body, and was not 
the intention of your resolution, to direct 
the commission to order a wholesale reduc- 
tion of public utility rates, arbitrarily and 
without regard to the actual operating costs 
of each company whose rates are to be 
affected, and without regard to the rate of 
return which such rates will produce and 
without according such companies the right 
to be heard, and without regard to the con- 
stitutional limitations and 


decisions of the 


authority 


inhibitions re- 
ferred to in the foregoing. 

Such reduction is beyond the delegated 
powers conferred upon the commission by 
the legislature, and is indeed beyond the 
powers that can be lawfully delegated to 
this commission. 

Valuations. 

“More than 30 years ago the highest au- 
thority on the subject in the United States, 
to-wit, the United States Supreme Court, 
announced the principle applicable to all 
states alike, that calculations as to the rea- 
sonableness of public utility rates must in- 
clude the sum required to meet legitimate 
operating charges and a fair return upon 
the fair value of the property used by the 
utility company for the convenience of the 
public. 

That rule was laid down by the United 
States Supreme Court in 1898 in the cele- 
brated case of Smythe v. Ames from Ne- 
braska, in which the late William Jennings 
Bryan successfully contended for the prin- 
ciple of equitable state regulation. The 
same principle announced in that case by 
the supreme court has since been reaffirmed 
in all cases before that court. So long as 
this principle remains the law of the land, 
all regulatory bodies and all courts are 
bound by it. 

In every instance, where any board or 
commission has attempted to fix rates in 
violation of this fundamental principle, laid 
down by the United States Supreme Court, 
in the cases referred to, such attempt has 
resulted in costly, harassing litigation, and 
has never resulted in rates made in viola- 
tion of this principle being ultimately up- 
held by the courts... . 
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In order to establish a rate base, it is 
necessary first to make a detailed audit of 
the property of the utility, to find out the 
amount of actual cash invested in the prop- 
erty from the beginning of the property 
down to the date of the inquiry.” 

The commission’s resolution then gave 
the procedure used by the accountants in 
determining the investment value and by 
the engineers in making a detailed ap- 
praisal of the property. They go out in 
the field where the property is located and 
measure and list every item from the larg- 
est building down to the smallest insulator 
or bolt, it was stated. 

The quantities are set up by classes of 
accounts, adopted by the commission, and 
the ultimate result shows not only the in- 
vestment in the property from book rec- 
ords but also the amount of money which 
would be required to build the property in 
its present condition. A comparison of 
these two figures, it was stated, will show 
if the money invested in the property has 
been spent prudently. When such evidence 
is presented at hearings, it is carefully con- 
sidered to determine a fair value of the 
property. 

Continuing, the commission said: “Val- 
uations for rate-making purposes are not 
made on the basis of inflated prices or re- 
production cost, but all valuations estab- 
lished by orders of this commission have 
been arrived at by taking into considera- 
tion all elements of value that must be 
considered according to the rulings of the 
United States Supreme Court. 

“Therefore, physical properties, as found 
in place and used and useful in the public 
service, are valued without regard to the 
amount of stocks or bonds. . There is 
no such thing, then, as the utility com- 
panies in this state being permitted to earn 
or. ‘watered stock.’ 

No Return Guaranteed. 

“Public utilities are not guaranteed any 
return upon their investments. While rates 
must be fixed in accordance with the deci- 
sions of the United States Supreme Court, 
those rates are simply such as should per- 
mit the utilities under economical manage- 
ment to obtain business and earn a reason- 
able return; but if the business is not 
properly and economically managed, then 
the loss falls upon the utilities and not upon 
the public, and rate increases never have 
been and never will be permitted to meet 
such a condition resulting from the fault of 
the utilities. 

The rates charged by one utility cannot 
be fairly compared with those charged by 
another, due to the different conditions of 








the companies as to cost of service, density 

of customers, load factors, nature of load, 

where majority is domestic consumption or 

power consumption, different tax rates in 

the different communities and other ele- 

ments bearing upon the cost of service.” 
Utility Earnings. 

In regard to utility earnings, the com- 
mission said: “The resolution under reply 
makes reference to a reduction of from 15 
to 50 per cent in commodity prices in all 
parts of Tennessee as well as the United 
States, as a whole. The effect of commod- 
ity prices on public utilities’ rates is not 
controlling for several reasons. 

“In the first place, under the commis- 
sion’s regulation, utilities are prevented 
from charging more for their service than 
will provide a reasonable return upon the 
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a reduction in wages by these utilities. 
There have been savings made by the utili- 
ties as a result of reduction in salaries and 
wages. The utilities have likewise effected 
material savings in operations in other re- 
spects. 

But the utilities, like other businesses, 
have suffered heavy losses of revenues and 
notwithstanding their efforts to economize 
in their operations by wage and salary re- 
ductions, and in other respects, the reduc- 
tions in their revenues have been much 
greater than the combined savings which 
they have been able to effect. 

In all the utilities, fixed and uncontrol- 
lable expenses—such as taxes, interest on 
bonds and funded debt, depreciation, and 
where cumulative preferred stocks is out- 
standing, the dividends on such preferred 





Net revenue from operation 


mon stock 





Total operating revenues for 1932................20000: 
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EE ee ee $2,022,108.95 
Reducing rates 25 per cent would reduce the operating revenue... 2,105,587.33 
Leaving a deficit or failure to meet operating expenses of. 
The amount of interest on funded debt applicable to operations in 
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Analysis by the Tennessee Railroad and Utilities Commission of Result of Operations of 
the Southern Bell Telephone & Telegraph Co., Inc., for the Year 1932, With 25 Per Cent 


Reduction in Rates as Proposed 


fair value of their property devoted to the 
public use. On the other hand, unregu- 
lated industrial and commercial enterprises 
are free to charge for their products all 
that can be obtained during prosperous 
times, and the limit to the amount of profit 
is determined by supply and demand. 

In the case of regulated utilities, the 
regulation of rates and centrol of the rate 
of return is exercised to the end that rates 
at all times are maintained at a reasonable 
level. Were the utilities unregulated and 
thereby free during prosperous times to fix 
high rates without regulatory control, and 
thus build up surplus, they then should, of 
course, be subjected to the price fluctua- 
tions suffered by private businesses during 
economic depressions. 

In prosperous times, the earnings of util- 
it'es have been strictly limited. This fact 
must be given due consideration in dealing 
with their rates and rate of return during 
periods of a general business depression. 

Unlike most businesses, the utilities in 
rendering service make very little use of 
raw commodities and their consumption of 
manufactured commodities, in giving serv- 
ice, is very slow. Accordingly, they receive 
an immediate benefit in reduced cost of ren- 
dering service from the decline in com- 
modity prices. The temporary lack of 
growth in the business of utilities has af- 
fected a material decrease in their con- 
struction programs, thereby nullifying the 
ultimate effect of reduction in commodity 
prices. 

The resolution under reply also refers to 


by the Tennessee Legislature. 


stock—constitute a very large percentage 
of the total cost of operation. In sub- 
stantially all of the utilities, this propor- 
tion of fixed and uncontrollable expenses 
to the total operating costs is as high as 
40 per cent to 50 per cent. 

Summarizing the foregoing, it will be 
observed that this commission, since the 
date of its creation in 1919 down to the 
present, has made such reductions from 
time to time as the law and the facts justi- 
fied; and that it is now engaged day by day 
in the careful investigations and analysis of 
the operations of all utilities in the state of 
Tennessee for the sole purpose of protect- 
ing the public by requiring the utilities to 
render proper and adequate service at the 
lowest rate possible. 

This commission would show to your 
honorable body that reductions ordered by 
this commission for the years 1930 to date 
have amounted to upward of $1,000,000 and 
that the aggregate of reductions in rates 
ordered and made effective by this com- 
mission since its creation in 1919 down to 
the present amounts to many millions of 
dollars.” 

“Replying next to that part of resolution 
No. 11,” continued the commission, “sug- 
gesting a reduction of 25 per cent or more 
in the rates of utilities operating in Ten- 
nessee, this commission would show to 
your honorable body that it has compiled 
for your information accurate data relating 
to utilities furnishing over 95 per cent of 
the service in Tennessee, and has computed 
the results on these utilities separately on 
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a hypothetical 25 per cent reduction in 
their rates. These compilations and com- 
putations are attached hereto and made a 
part of this reply. 


25 Per Cent Rate Reductions. 

“It will be seen from this data so at- 
tached that a 25 per cent reduction in rates 
would bring about the result that many of 
the utilities would not have sufficient gross 
revenue to pay operating expenses and in 
no case would any utility have sufficient 
earnings to pay operating expenses and in- 
terest on its funded debt. 

This, of course, would result in the bank- 
ruptcy of every utility company in the state, 
and in the creation of a condition where 
the service to the public would be imme- 
diately and seriously impaired and _ ulti- 
mately interrupted and destroyed, and 
would result in immeasurable loss to the 
citizens of the state who are the users of 
such service, and to other citizens of the 
state who own the bonds or preferred stock 
of many of these companies. 

As a matter of fact, such attempted re- 
duction on the part of this commission act- 
ing under the direction of your honorable 
body, or such a reduction if made directly 
by your honorable body, would immediately 
result in injunction suits being instituted 
by every utility affected by such order or 
reduction ; and would result in long, drawn- 
out, harassing, expensive, destructive liti- 
gation, and without ultimate reduction in 
such rates, for the simple reason that the 
United States Supreme Court would 
promptly strike down any such attempted 
reduction. Such an attempted reduction 
would accomplish nothing, but cost much.... 

“With all the foregoing in mind, the 
commission now desires very respectfully, 
but very earnestly, again to assert that the 
assumption in house resolution No. 33, that 
‘rates have not been reduced’ is directly 
contrary to the facts, and further, with 
equal emphasis, to assert that the state- 
ment in house joint resolution No. 11, that 
‘the rates charged by the various public 
utilities serving the people of Tennessee 
have not been materially and generally re- 
duced below the peak rates charged during 
and immediately following war times,’ is 
equally at variance with the facts. 

However, this commission replying to 
the inquiry of the resolution, cheerfully 
states to the general assembly that it will 
continue the general constant investigations 
it is daily making and the specific investi- 
gations which were inaugurated in the early 
part of 1932, with the hope in mind that 
reduction might be made at this time, and 
which has already resulted in material re- 
ductions aggregating several hundreds 0! 
thousands of dollars as hereinbefore shown: 

That it will continue to ‘initiate’ as re 
quested in your resolution and in keeping 
with the policy of this commission, what- 
ever investigations may be necessary and 
proper to enable it to make whatever re 
ductions are possible under the law. The 
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fact that the commission does not believe 
that a 25 per cent reduction can legally be 
made at this time does not mean that the 
commission will not put forth every en- 
deavor within its power to promptly make 
the largest reductions possible under the 
facts at all times. 

In conclusion, this commission desires| 
again to state to your honorable body that | 
it is now, and has been since the date of | 
its creation in 1919, in constant daily touch| 
with public utility operations in the state| 
of Tennessee, receiving reports at short and| 
regular periods, showing the condition and | 
result of the operations of such utility com-| 
panies; that these reports are constantly) 
checked by the commission’s efficient corps 
of engineers and accountants, in order that 
the commission may be assured of their 
accuracy and comprehensiveness ; 





That with its policy of requiring ade- 
quate and efficient service at the lowest 
possible cost to the consumer, the commis-| 
sion has taken from time to time, and will 
continue to take, prompt action for the! 
reduction of rates in every instance where 
the facts will justify the same, and this 
commission is at this present date diligently| 
and conscientiously engaged in investiga-| 
tions for the purpose of effecting every| 
possible reduction. 

Investigations are constantly being made 
by the commission into the reasonableness | 
of rates and practices, and wherever the} 
occasion arises that will justify a decrease 
in such rates, or a modification of such| 
practices, in favor of the consumer, the 
commission will promptly order same in 
the future, as it has constantly and uni-| 
formly done in the past, and as it is at-| 
tempting to do at the present.” 

Among the data submitted by the com- 
mission to the legislature is a table showing 
the result of the operations of the South- 
ern Bell Telephone & Telegraph Co., Inc.,| 
for 1932. It shows what would be the 
result of a 25 per cent reduction in rates. 

The commission in referring to this 
“From a study of the com-| 
putation (shown in the table) it will be| 
seen that it is impossible to cut the rates| 
of the Southern Bell Telephone & Tele-| 
graph Co., Inc., 25 per cent since the sie’ 
pany would not, on the basis of 1932| 
Statements, earn even all of its operating 
expenses. | 


table, said: 





“If the company failed to meet all of 
its operating expenses, of course there 
would be no revenue available for the pay- 
ment of its interest requirements on the 
actual capital invested in the property. 

The operating revenues of the Southern 
Bell Telephone & Telegraph Co., Inc., 
in the state of Tennessee have, since 1930, 
Continued to decrease. The revenue for 
1932 was $1,123,712.94 less than it was in 
1931. The operating expenses for 1932 
were $755,292.12 less than for 1931. The! 
net revenue available for payment of its| 
fixed charges in 1932 was $368,420.82 less| 
than for 1931.” 
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Bay State Company’s Development Policies 


Cross-Examination of Witness for New England Telephone & Telegraph Co. 
in Rate Case Before Commission Resulted in Repeated Statements That Its 
Plant Is Not Overbuilt—Parent Company Cooperated in Construction Plans 


Reiterated assertions that the New Eng- 
land Telephone & Telegraph Co. used the 
best judgment of its engineering staff in 
planning for future requirements in the 
year following the stock-markets crash of 
1929 featured the continued rate hearing 
before the Massachusetts Department of 
Public Utilities in Boston on April 18. W. 
C. Marshall conducted the cross-examina- 
tion of Chief Engineer Geo. K. Manson, 
of the company, throughout the day, at the 
end of which adjournment was taken until 
May 1. 

At the beginning of the proceedings the 
company announced its acceptance of the 
commission’s recent request that the rental 
price of handsets be reduced from 25 to 
15 cents per month. This phase of the 
proceedings is dropped for the time be- 
ing, as a result of the company’s accept- 
ance of the board’s ruling, although Act- 
ing-Chairman Hardy announced that the 
reasonableness of the new price might be 
considered by the commission if it deemed 
it necessary. 

Mr. Manson then took the stand and 
was questioned at some length regarding 
the cooperation of the American Telephone 
& Telegraph Co. in development studies. 
The witness said that when a 20-year fore- 
cast had been brought forward sufficiently 
to indicate the line of procedure, it was 
customary for the company to build radiat- 
ing conduit on the basis of the antici- 
pated load centers of gravity. 

All fixed and operating costs are con- 
sidered in comparing exchange office loca- 
tions, Mr. Manson testified. The responsi- 
bility for rounding up all factors and mak- 
ing proper use of the data assembled by 
the commercial, traffic and designing en- 
gineers falls upon the engineering depart- 
ment. All important points are discussed 
with the engineer of the A. T. & T. Co. 
This could not, as a rule, be satisfactorily 
handled by mail, the witness said. 

He stated that as it is much more cum- 
bersome for the parent company’s diverse 
specialists to go to Boston to confer about 
these problems, it is more common for 
from one to four New England company 
engineers to visit New York in connection 
with these conferences, and so take ad- 
vantage of the central reservoir of knowl- 
edge and experience. 

Repeated efforts by Mr. Marshall to get 
the witness to admit overbuilding brought 
the assertion that if the company had 
slowed up its construction program ma- 
terially in 1930, it would have gotten into 
the position of ten years before, when its 
plant was inadequate to the demands. 


Service would have been crippled in 
1929 and 1930 if the plant had been per- 
mitted to stand still. Again the com- 
missioners present expressed their sym- 
pathy with this viewpoint. Since 1931, the 
construction program has constantly been 
curtailed. 

Mr. Manson said that the only item in 
the new Bowdoin Square building in Bos- 
ton, which was not installed as planned, 
on account of the depression, was the cen- 
tral information office which was to be 
transferred from Milk street. This serv- 
ice will require new equipment. From 
one-half to two-thirds of the Bowdoin 
Square building is unoccupied at present, 
partly in accordance with the usual pro- 
vision for future expansion, and in part 
due to the depression. 

The company anticipates installing a con- 
siderable amount of toll equipment at this 
point later to relieve the Milk street office. 
The witness estimated that from 5 to 10 
per cent of the toll equipment at Milk 
street is used in interstate traffic. 

The company’s new building at Worces- 
ter is about two-thirds occupied. This is 
in line with the usual practice of erecting 
buildings on the basis of about ten years’ 
growth of business. Mr. Marshall asked 
if the company could not have built for 
about 20 per cent unused building ca- 
pacity, but the witness said that this would 
be uneconomical and would involve seri- 
ous waste due to tearing out portions of 
structures, inconvenience to service, etc. It 
is wasteful to construct buildings for only 
three or four years’ capacity. 

Mr. Marshall inquired 
price market would not make it worth- 
while for the company to provide for 
shorter periods in building construction. 
Mr. Manson said he knew of no system 
which would enable one to predict the 
course of price movements. Even the 
American Telephone & Telegraph Co., 
with all its resources, does not profess 
to be able to forecast building material 
price trends. 


Competing Construction Bids Welcomed. 

Competition is encouraged in building 
construction bids, the witness said, in reply 
to a query by Mr. Marshall. The com- 
pany tries to split up this work without 
calling for such a mass of bids as to 
“scare off” desirable tenders. About four 
architectural firms located in Boston care 
for all the company needs to have done 
in Massachusetts. 

As a rule the company pays the archi- 
tect 6 per cent commission on the construc- 
tion cost, Mr. Manson stated, but the 
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Sturgis office works on a fixed fee basis 
plus office costs, which amounts to about 
the same thing in the long run. 

The witness said that competition is 
sought and obtained on sub-contracts for 
building work, usually from six to eight 
being required to carry through a job. 
Frequently the sub-contract bids are ob- 
tained and submitted with the general bids 
to save time. At Worcester this enabled 
work to be started several months earlier, 
footing and foundation work being begun 
by the contractor before the plans were 
finished for the building. 

The practice of the company is to let 
contracts to the lowest responsible bid- 
ders. Sometimes the lowest bidder makes 
a serious error, in which case the company 
does not as a rule hold him to completion 
on a ruinous basis. 

Mr. Marshall contended that the ab- 
sence of commission regulation of stock 
issues by the company makes it possible 
for its construction work to cost too much 
and perhaps lead to excess capitalization. 
Mr. Manson challenged the opposition to 
reveal some better way of getting down 
building costs and asserted that the com- 
pany plays no favorites among contractors. 

Local architects are necessary to work 
up the details of buildings, even if the 
general design is gone over with the archi- 
tectural department of the A. T. & T. 
Co. in New York, with its national view- 
point. 

The company vigorously denied, in re- 
sponse to a query by the cross-examiner, 
that it is possible to procure from engineer- 
ing handbooks and technical journals suff- 
cient detailed information to do away with 
the aid of the American company in con- 
struction undertakings. Mr. Manson said 
that the parent company’s advice on build- 
ing layouts is of great value to subsidiary 
companies. 

Acting-Chairman Hardy protested against 
the introduction of so much evidence bear- 
ing upon building costs, and said that he 
saw no end to the case if this line of in- 
quiry was not abandoned. The witness 
said that the company “buys American” all 
it can and also buys Massachusetts prod- 
ucts and services whenever possible. 

Pole Lines Up Again. 

The witness stated that whenever feas- 
ible the company works toward having 
only one line of poles down a street in a 
settled community. A half ownership in 
two poles is tabulated as complete owner- 
ship of one. Crossarm ownership is not 
split. Cedar poles are most economical 
when obtained near the job. The chestnut 


April 


blight 
countr 
The 
stanti: 
war ¢ 
books 
partic 
impos 
ing tc 
said 1 
fungu 
and t 
tives 
De: 
aerial 
ture | 
of of 
a m2 
subse 
of th 
jointl 
Bu 
Mr 
comp 
or s« 
Janu: 
sligh 
M1 
Elect 
with 
obso! 
ning 
sioneé 
at re 
land 
stres 
publ: 
Cc 
clare 
thing 
case 
to e 
and 
sat 
even 
tinu 
com 
retu 
in 1 
M 
that 
erat 
paci 
equ: 
of | 


inst 
whi 
diti 
Stat 
ope 
10. 


tha 
lice 
Mr 
tha 
pat 
tha 
ten 





basis 
bout 


n is 

for 
ight 
job. 

ob- 
bids 
bled 
‘lier, 
oun 
were 


» let 
bid- 
akes 
pany 
tion 


ab- 
tock 
sible 
1uch 
tion. 
n to 
own 
‘om- 
tors. 
york 

the 
-chi- 
ey 


iew- 


re- 
iner, 
jeer- 
uffi- 
with 
con- 
said 
1ild- 


iary 


1inst 
ear- 
t he 
' in- 
ness 
* all 
rod- 


eas- 
ving 
in a 
> in 
ner- 
not 
vical 
tnut 


April 29, 1933. 


blight is extending throughout the entire 
country. 

The company still has in service a sub- 
stantial pole investment erected under pre- 
war costs. Poles are removed from the 
books at the average prices set for the 
particular size and class involved. It is 
impossible to apply detailed cost account- 
ing to each individual pole. The witness 
said that creosoting does not correct the 
growth Southern pine poles, 
and that close inspection before preserva- 
tives are applied is required to detect this. 

Despite the trend toward the use of 
aerial cable, the witness said that the fu- 
ture hold a considerable field for the use 
of open-wire lines and there will long be 
a market for drop wire from cable to 
In 1927, 64 per cent 
of the New England company’s poles were 
jointly-owned and in 1931, 73 per cent. 

Business Falling Off Less Rapidly. 

Mr. Manson said that the New England 
company lost about 6,000 stations in March, 
or somewhat fewer than in February or 
January, 1933, and that April shows a 
slight improvement in the situation. 

Mr. Marshall charged that the Western 

Electric Co. loads up the Bell subsidiaries 
with apparatus which will shortly become 
obsolete, and renewed his attack on plan- 
ning for ten years ahead. The commis- 
sioners sitting in the case became restive 
at repeated contentions that the New Eng- 
land company overbuilt its system, and 
stressed the need of planning to serve the 
public well ahead of demands. 
Grant, for the company, de- 
clared that his clients are not saying any- 
thing about the value of their plant in this 
case; that all they ask is the opportunity 
to earn their fixed charges, fair dividends 
and operating costs. 

“The indications are,” said he, “that 
even with a 6 per cent return and con- 
tinued loss of stations and business, the 
company will be as far under a 6 per cent 
return in 1933 as it was below 8 per cent 
in 1932. 

Mr. Manson called attention to the point 
that the Western Electric Co. is now op- 
erating at about 15 per cent of its ca- 
pacity, which does not indicate forcing 
equipment on Bell subsidiaries in the way 
of overbuilding. 

Mr. Marshall charged the company with 
installing machine switching equipment 
which has not been justified by the con- 
ditions, but Mr. Grant countered with the 
statement that the change from manual 
Operation has been gradual, going on for 
10 or 12 years. 

He declared that the courts have found 
that no evidence of fraud exists in the 
license contracts with the parent company. 
Mr. Marshall said that this does not prove 
that the price charged for the parent com- 
Pany service is reasonable per se, even 
that the service may be beneficial. He con- 
tended that the company is not getting the 
most economical use of its plant. 
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Mr. Manson asserted that the license 
contract with the parent company is the 
most effective means the New England 
company has had in meeting rising costs 
in the past few years. He declared that 
he knew of the payment of no double 
royalties on patents through the Western 
and American companies. 

About 6 per cent of the New England’s 
plant was required for interstate service 
in 1925, and the average revenue from toll 
messages received from Massachusetts 
business indicates that this not 
changed materially since. 

A long discussion ensued over the pos- 
sible savings to the company brought 
about by the use of private branch ex- 
changes, which ended with the witness’ 
declaration that the overall savings could 
not be very great to the company, as a 
practical matter. The hearing then ad- 
journed until May 1. 


has 


Hearing on Rural and Switching 
Rates of Nebraska Company. 

Nebraska Railway Commissioners Bol- 
len and Drake have returned from a series 
of hearings held in central and western 
Nebraska in connection with petitions ask- 
ing reduction in rural station and switching 
charges, filed by former farmer patrons 
of the Central Nebraska Telephone Co., 
with headquarters at Grant and serving the 
towns of Brady, Maxwell, Palisade, Im- 
perial, Sutherland, Venango and Wellfleet. 
Others who filed petitions are town people 
who insist that without rural connections 
they are unable to get the full service their 
interests demand. 

At several exchanges it was found that 
organizers of the radical element among 
the farmers—the Farmers’ Holiday Asso- 
ciation—had done some excellent work. 
The commissioners were assured that 
patrons who had discontinued service would 
come back 100 per cent if a reduction were 
made, and that the company would lose 
many who are now subscribers unless a 
reduction were made. 

The company is made up of exchanges 
separately purchased by a group of Denver 
men, and the records show that no effort 
has been made to change the rates in ex- 
istence when the purchase was made. The 
commissioners found that the whole sys- 
tem of charges would have to be revised 
and readjusted, and this will be done when 
an order is issued. 

Commissioner Bollen is the only one of 
the three commissioners committed to the 
Wisconsin theory that the value of the 
service is a vital factor in fixing rates. 
This difference of opinion will probably 
be shown when an effort is made to write 
an order, for the company insists that it is 
now furnishing rural service at a loss and 
to reduce rates would increase losses. 

Mr. Bollen thinks that gross and net 
revenues would be largely increased if a 
reduction were made in these, with com- 
pensating additions to other rates. 
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What the Commissions Are Doing 


Up-to-the-Minute News Regarding the Activities of State and Interstate Com- 
missions, Courts and City Councils in Matters Concerning Telephone Com- 
panies—Summary of Commission Orders and Schedule of Teiephone Hearings 


Associated Telephone Utilities Co. 
Receivers Deny Insolvency. 

C. L. Ward, Jr., of Wilmington, Del., 
and William J. Wardall of New York, re- 
ceivers for the Associated Telephone Utili- 
ties Co., have filed a petition in chancery 
court in Wilmington, Del., asking for 
leave to intervene in the bankruptcy suit 
against the company in the United States 
District Court. 

The receivers stated that they believed 
the corporation is not in fact, and never 
has been, insolvent within the meaning of 
the bankruptcy laws. They added that 
they wished to intervene and defend the 
action. 

The court signed an order permitting 
the receivers to apply to the federal court 
for permission to intervene. 

Three bondholders, Edward F. Kloby, 
Julius E. Brandes and Meyer Rutkin, re- 
cently with the federal 
court asking that the company be declared 
a bankrupt. 


filed a_ petition 


New England Bell Company Re- 
duces Handset Rental. 

Conforming to the recent request of the 
Massachuetts Department of Public Util- 
ities that the price of handsets be reduced 
from 25 cents per month to 15 cents, the 
New England Telephone & Telegraph Co. 
informed the board last week that it 
agreed to this stipulation. The new rental 
charge will be effective July 1. 

The company stated that it could ill af- 
ford to make the reduction at present in 
face of its greatly reduced revenues, and 
that the lowered price will cut down its 
income in Massachuetts by about $225,000 
per year. 

If the rental price becomes effective in 
the other four states served by the New 
England company, it is estimated that the 
income will drop about $300,000 per year. 


New Ohio Corporation Takes Over 
Former Sweezy Properties. 

A newly-formed corporation known as 
the Telephone Service Co. headed by Cur- 
tis M. Shetler,. attorney of Canton, Ohio, 
has taken over the property and securities 
ot 19 Ohio telehone companies. The new 
company was formed to take over assets of 
the Utilities Corp. of Canton, 
which entered receivership in September, 
1930. 

Disposal of the assets of the 


Service 


Utilities 
Service Co. to the newly-formed organiza- 
tion was completed at a master sale con- 
ducted by United States district court in 


Cleveland on April 3. The sale was con- 


firmed by Federal Judge Samuel H. West. 

This culminates a plan of reorganization 
which has been in process for several 
months. The Utilities Service Co., a hold- 
ing company, owned the stocks of and 
controlled the operation of various utility 
properties throughout the state, which were 
known as the Sweezy properties. 

These Ohio corporations were included 
in the sale: Adamsville Telephone Co., 
Archbold Telephone Co., Berlin Center 
Telephone Co., Crooksville Telephone Co., 
Damascus Telephone Co., Frazeyburg 
Home Telephone Co., Lima Telephone & 
Telegraph Co., Napoleon Telephone Co., 
North East Ohio Telephone Co., North- 
western Ohio Telephone Co., Palmyra Tele- 
phone Co., People’s Telephone Co., River- 
side Telephone Co., Rushcreek Telephone 
Co., Swanton Home Telephone Co., Tria- 
delphia-Sayre Telephone Co., Union Tele- 
phone Co., Windham Telephone Co., and 
Underlying Telephone, Inc. 

Mr. Shetler, who served as president of 
the Utilities Service Co., represented the 
Utilities company bondholders’ committee 
at the sale and acted as representative of 
the new Telephone Service Co., which he 
now heads. 


Handset Telephone Charge by 
Southern New England Company. 
The Southern New England Telephone 
Co., New Haven, Conn., announced on 
April 8 a reduction in rates for handset 
telephones from $3 to $1.80 a year. This 
is in line with the lower rates ordered in 
New York and New Jersey by the public 
service commissions of those states. 


Ohio Commission Limits Handset 
Charge to Three Years. 

The Ohio Public Utilities Commission 
on April 22 ordered that the Ohio Bell 
Telephone Co. and the Cincinnati & Subur- 
ban Bell Telephone Co. cease collecting the 
extra 25-cent a month charge for handset 
telephones in cases where the telephones 
have been in use three years or more. 

The commission’s ruling will take effect 
May 1 and will be retroactive, so that per- 
sons who have had handset telephones for 
three years or more will, under terms of 
the ruling, cease paying the special charge 
after that date. 

Where handset telephones have been in 
use three years and then discontinued, the 
commission held that the subscriber was not 
entitled to a rebate. If the handset tele- 
phone has been in use less than three years 
the telephone companies will be permitted 
to continue the 25-cent charge until it has 
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collected $9, but the customer must be 
given credit for the amounts already paid 
in. 

Those subscribers who have paid more 
than $9 in so-called extra-service charges 
will not be allowed a rebate, the commission 
held. 

It is estimated that 60,000 subscribers will 
be affected by the order, which was con- 
curred in by E. J. Hopple, Frank W. Geiger 
and Charles F. Schaber. 

At the inception of the investigation the 
companies intimated strongly that inasmuch 
as the income derived from the special sery- 
ice became a part of their general revenue, 
the commission would be required to treat 
the matter as a part of a general rate case. 

The commission, however, in its lengthy 
decision, refused to concur in the contention 
of the companies. 

Telephone experts are of the opinion that 
the handset does not present any advantage 
over the desk set in the matter of transmis- 
sion, continuing that the insistent demand 
for the new instrument led the company to 
depart from its usual policy of offering its 
customers a service that would increase cost 
and not efficiency. 

They also hold that the service should 
be regarded as a luxury, the use of which 
should be optional with the subscriber. 

Both the desk and handset telephones are 
manufactured and sold to the Bell com- 
panies by the Western Electric Co. 

“We have no definite information,’’ said 
the commission, “as to whether the price 
charged to the Bell company gives to the 
manufacturing company undue profit, and 
it would be impossible to reach a conclusion 
on this point without extensive research. 

“We, therefore, assume that in the charge 
of $9.20 for the handset telephone and $4.84 
for the desk telephone, there are no undue 
profits flowing to the manufacturing com- 
pany, but we cannot concur with the com- 
pany in its claim that the handset telephone 
causes an additional excess cost of $2.41.” 

In the judgment of the commission, the 
figures presented by the company indicat- 
ing that the company cannot be reimbursed 
for the additional cost of the installation 
of these instruments under a period of five 
years are not justified, the decision reveals. 

The Pennsylvania commission recently 
established rates for the use of the handset 
type telephone of not more than 25 cents 
per month, provided, however, that follow- 
ing the first billing date after February 15, 
1935, the added fee shall not be charged any 
subscriber at any time after the instrumemt 
has been in service for a period of tw? 
years. 
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“This commission is not satisfied with 
the solution of the question, either by the 
New York commission or the Pennsyl- 
yania commission,” the Ohio commission 
stated, “for the reason that it is not clear 
the New York commission has definitely 
held that the rate shall cease at the expira- 
tion of two years, and for the reason that 
by the order of both commissions, no credit 
is to be given to those subscribers who 
have in the past been naying the increased 
service. 

“While the subscribers heretofore paying 
this service have done so without any def- 
inite agreement that they should receive a 
credit of any payment made for this serv- 
ice in excess of the ordinary rate, yet we 
feel that such credit should be given, in- 
asmuch as their contribution heretofore 
made toward the cost of installation has re- 
imbursed the company to that extent; and 
we are of the opinion that for payment 
heretofore made the subscriber is entitled to 
a credit.” 

Commissioner Frank W. Geiger, who 
wrote the decision, disputed the telephone 
companies’ contention that the cradle tele- 
phone decision entered into the general rate 
question. 

R. E. Marburger, vice-president of Ohio 
Bell Telephone Co., characterized the ruling 
of the commission as disappointing. 

“The original cost of the handset,’ he 
said, “is $9.20, whereas the cost of the 
desk set is $4.84. A charge of 25 cents 
per month for a three-year period does not 
fully compensate us for the difference in 
cost and the added expense for interest, 
taxes, depreciation and maintenance. 

“The decision is, therefore, disappointing. 
The company cannot state its final attitude 


toward the ruling until it has been exam- 
ined.” 


Action on Nebraska Maximum 
Rates Bill Indefinitely Postponed. 

The Nebraska house has _ indefinitely 
postponed the bill introduced at the request 
of Railway Commissioner Bollen to estab- 
lish maximum rates to be charged by all 
telephone companies, classifying them and 
giving each class a different maximum 
rating. In the main the rates set out were 
those now charged by the Lincoln Tele- 
Phone & Telegraph Co., but considerably 
lower than those of the Northwestern Bell 
Telephone Co. 

Telephone men appeared at all the hear- 
ings, and report that the commissioner 
Was the only strong supporter of the bill. 
Some suspicion was aroused among tele- 
Phone company representatives by the fact 
that the bill was originally referred to the 
fees and salaries committee, which has 
nothing to do with the subject matter of 
the bill, but which was understood to be 
dominated by radicals. Later the bill was 
shifted to the proper committee, which 
Promptly killed it. 

The house has also killed the state in- 
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come tax bill, in which telephone compan- 
ies were interested. One of a similar na- 
ture in the senate has been transformed 
into an occupation tax bill, but there is lit- 
tle chance that it can get through in the 
short time left of the session. 


Suit for Return of $18,000,000 by 
Ohio Bell in Court. 

The Ohio Bell Telephone Co. has filed 
an answer to Guy D. Brookins’ suit in the 
Common Pleas Court, Cleveland, for re- 
turn to subscribers of $18,000,000 collected 
in increased rates since 1924. The com- 
pany declared the collection under the 
Pence law is legal, and that the local court 
has no jurisdiction as the rate schedule is 
now before the Ohio Public Utilities Com- 
mission. 

Concerted action by nearly 20 Ohio cities 
will be taken next month to force the Ohio 
Bell Telephone Co. to repay to subscrib- 
ers the $18,000,000, according to J. B. 
Dworken, attorney for Guy D. Brookins. 
Cities which have agreed to intervene as 
plaintiffs are Dayton, Westerville, Middle- 
town, Piqua, Bellaire and Worthington. 


Commission’s Investigators’ Re- 
ports Revealed as Misleading. 


The Wisconsin Telephone Co. scored a 
point in the state-wide investigation by the 
Wisconsin Public Service Commission on 
April 18 when cross-examination revealed 
several tables and reports prepared by the 
commission’s investigators were mislead- 
ing. 

John H. Bickley, chief accountant for 
the commission, testified that unofficial ma- 
terial was combined with the company’s 
provisional estimates in his report on fu- 
ture development of the company. Changes 
in methods of computation had not been 
noted in two of the tables, he admitted. 

The report in question compared the 
actual result with the company’s forecasts. 
Commissioner David E. Lilienthal said he 
“questioned the regulatory significance” of 
the tables and stated they would not be 
admitted to the record until he had con- 
ferred with the two other commissioners. 

Mr. Lilienthal requested Mr. Bickley to 
prepare a statement explaining the signifi- 
cance of the report to be submitted at 
the resumption of the hearing. 

Cross examination of Mr. Bickley was 
resumed on April 24 in Madison and an- 
other error of $11,000,000 was brought out 
by Frederic Sammonds and Edwin Mack, 
ccunsel for the company. 

By their questions the company attorneys 
brought out that Mr. Bickley had relied 
a great deal on the figures in the exhibit 
which now appear to be erroneous. He 
was not able to testify definitely where he 
obtained his figures. 

Mr. Bickley admitted that a figure of 
$44,000,000 as the estimate of the aver- 
age plant in service, made in 1924 for the 
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inal has been exten- 
sively used in all parts 
of the world with ex- 
cellent results. The ma- 
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year 1928, should have been $55,000,000, a 
variation of $11,000,000. 

He explained that the report had been 
made in haste, and contended the error was 
not of great importance. Attorney Mack 
argued that the error was important be- 
cause the correct figure showed the com- 
pany had been conservative in its building 
operations. 

The cross examination, it was indicated, 
would last most of the week. 





Commission Charges Companies 
Paid Dividends from Capital. 
The Ohio Public Utilities Commission 

has cited the officials of three telephone 

companies to appear before it to show 
cause why they should not be compelled 
to restore capital structure to their com- 
panies after approving the payment of 
dividends from capital. This is the first 
time in the history of the commission that 
it has taken such action on its initiative 

for the payment of alleged illegal divi- 

dends. 

The companies cited are the Warren 
Telephone Co. of Warren, the Mt. Vernon 
Telephone Co. of Mt. Vernon, and the 
Ohio Central Telephone Corp. of Woos- 
ter. All are subsidiaries of the Middle 
West Telephone Co. The hearings are 
set for May 3. 

According to the investigators of the 
commission, the companies paid unearned 
dividends from 1927 to 1932 inclusive. In 
those years, it is declared, the Warren 
Telephone Co. had a deficit of $25,217. 
yet paid dividends totalling $60,025. The 
net income of the Mt. Vernon Telephone 
Co. was $14,520, while dividends amount- 
ing to $63,025 were paid. The Ohio Cen- 
tral Telephone Corp. had an operating 
deficit of $197,865, but paid dividends of 
$182,525. 

The also claims that the 
Warren Telephone Co. caused false entries 
to be made in its books to show loans to 
affiliates of more than $30,000. 

The commission characterized the pay- 
ment of dividends as “irregular and un- 
authorized” and declared that it has reason 
to believe that the officials of the three 
named companies are preparing to and will, 
unless prevented, declare and pay further 
unearned dividends. 


commission 


Ohio Bell Case Awaiting Court 
Decision in Illinois Case. 

The Ohio Public Utilities Commission 
after meeting on April 18 with city officials 
and others from about 30 cities and towns 
in Ohio affected by the state-wide rate case 
of the Ohio Bell Telephone Co., announced 
that no decision on the 12-year-old case 
would be made until after a decision in the 
Illinois Bell Chicago case is rendered by 
the federal court. 
ever, indicated that it was prepared to 
speed up a decision as soon as possible 


The commission, how- 


after the Illinois decision is handed down. 
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This assurance was given in a statement 
by E. J. Hopple, chairman of the commis- 
sion. A committee representing the va- 
rious communities, districts and subdivi- 
sions, headed by W. George Kerr, an 
attorney of Cleveland, recommended by 
resolution that the commission proceed to 
a decision on valuations, revenues and ex- 
penses upon the evidence already submitted 
in the case, and that the commission not 
unduly delay its decision because of the 
pending Illinois rate case. 

In answer to the request that the commis- 
sion render a decision without awaiting the 
Illinois decision, Chairman Hopple con- 
tended that the Illinois case is comparable 
to the Ohio Bell rate case, for the issues 
are similar. He asserted that if the com- 
mission makes a decision before the IIli- 
nois decision is rendered the decision in 
the Illinois case might be used by the 
public in an appeal from the decision of the 
state commission. 


Nebraska Commissioner Urges Re- 
duced Rural Rates for Year. 

Railway Commissioner Bollen of Nebra- 
ska is urging upon telephone companies in 
that state that they try out for a period 
of one year a greatly reduced rate on ru- 
ral exchange service—something like a 
dollar a month—and also to materially re- 
duce the charge for switching farm tele- 
phones from the present standard rate of 
50 cents a month. The Northwestern Bell 
Telephone Co. has indicated that it will 
refuse to do this, and is preparing data 
for submission to the commission showing 
that the cost of giving this service is large- 
ly in excess of that figure. 

Mr. Bollen unfolded his ideas to Secre- 
tary George M. Kloidy of the Nebraska 
Telephone Association and President Up- 
right of the Central Nebraska Telephone 
Co. of Grant, when the latter appeared in 
response to a citation to show cause why 
the company should not reduce rates for 
rural service. 

Mr. Upright said that the company had 
lost money at every exchange during 1932, 
and that to reduce the rates further would 
merely increase its financial difficulties. 
He said that the company’s rural rates at 
most of the exchanges are now so low that 
a dollar rate would not be an inducement 
to many farmers to return to service, and 
that no rate would attract back any con- 
siderable number of them, for the simple 
reason that they cannot, or at least be- 
lieve they cannot, afford to pay rates of 
$1.25 and $1.50 a month. 

Mr. Bollen is of the opinion that such 
a reduction would bring back a number 
of farmers and that this, in turn, would be 
followed by resumption of service by town 
people who have quit service because they 
were unable to talk with relatives or ten- 
ants or friends in the country. He will 
hold hearings later at Sutherland, Grant 
and Imperial, where the company has ex- 
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changes, in an effort to discover from pat- 
rons and former patrons whether his 
theory would be carried out in practice. 

Telephone managers say that the pres- 
ent rates for farm service are unremunera- 
tive, and that the farmer has been carried 
for years by higher rates in the cities and 
towns and from toll earnings, so far as 
rate revenues are concerned. Several of 
them say that they are willing to sell their 
rural lines to farmer groups on long-time 
payments at present valuation if they can 
contract for switching them at 50 cents a 
month, and that they would be money 
ahead. 

Chairman Randall of the commission 
brusquely dismisses the subject as one the 
commission should keep hands off. Seven- 
ty-five per cent of the small companies, 
he says, are only about two jumps ahead 
of the sheriff now, and they should be al- 
lowed to work out their own problems. 


Suit Filed Against Independent 
Company for Toll Charges. 

On April 5, the Wisconsin Telephone 
Co. filed suit in circuit court to recover 
$5,811 from the Auburndale Telephone Co. 
of Auburndale, Wis., under a long distance 
telephone contract. 

The complaint alleges the sum covers 
services to the defendant company, operat- 
ing principally in Wood county, from Feb- 
ruary 21, 1930, to January 20, 1933. 


Summary of Commission Rulings 
and Schedule of Hearings. 
INTERSTATE COMMERCE COMMISSION. 
May 15: Hearing in Washington, D.C, 
before Examiner Davis on joint applica- 
tion of the Tri-State Consolidated Tele- 
phone Co. and the Northwestern Bell Tel- 
ephone Co. for a certificate by the latter 
company to acquire control of the Tri- 
State Telephone & Telegraph Co., St. 
Paul, Minn., by purchase of common stock 
from the Tri-State Consolidated company. 
Such a proposed transfer of stock, 11 
approved, will give the Northwestern Bell 
company control, through practically com- 
plete common stock ownership, of the St. 
Paul exchange, together with an extensive 
system of toll lines and small exchanges 
in southern Minnesota, the eastern halt 
of South Dakota and a small portion o! 
southern North Dakota. 

INDIANA. 

April 18: Petitions filed by the South 
Bend-Mishawaka Civic Planning Associa- 
tion requesting reductions in electric light 
and telephone rates. E 

Rates charged by the Northern Indiana 
Public Service Co., the Indiana & Micht- 
gan Electric Co. and the Indiana Bell 
Telephone Co. are attacked in the petitions 
which ask the commission to reappraise 
properties of the utilities and to fix rates 
on new lower valuations consistent with 
present day prices for materials and sup 
plies. 

The petitions allege in general that pres 
ent rates are “not based on today’s fait 
values of the properties, but represent the 
highest charge against the patrons expect 
ed ability to pay.” They request that 
charges made by holding companies 10 
the maintenance of “legislative lobbies, din 
ners for town boards, bonuses, high sal- 
aries and fees,” be examined by the com- 
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mission before fixing allowances for oper- 
ating expenses and new lower rates. 
KANSAS. 

May 11: Hearing in Abilene on com- 

plaint of A. F. Niemoller, of Wakefield, 
and others against the Farmers’ Mutual 
Telephone Co., of Upland. The complaint 
deals with protests of certain users of 
telephone service, furnished by the several 
exchanges of the Farmers’ Mutual com- 
any. 
May 15: Hearing on complaint of cer- 
tain telephone subscribers at Highland 
Park, a suburb of Topeka, against the 
Southwestern Bell Telephone Co. concern- 
ing its mileage charge for telephone 
service. 

May 15: Hearing in Topeka on applica- 
tion of the Kansas Telephone Co. for au- 
thority to discontinue its Benton exchange 
and to withdraw its plant and equipment 
from the town of Benton and the com- 
munity immediately adjacent thereto, where 
it renders service to less than ten sub- 
scribers. There is also another exchange 
rendering service at Benton, which is 
owned and operated by the Southwestern 
Bell Telephone Co. 

May 24: Hearing in Esbon, Jewell 
county, on the complaint of T. J. Wright 
and C. S. Dietz, vs. the Esbon Telephone 
Co., alleging discrimination in charges for 
telephone service at Esbon. 

May 31: Hearing in Durham, Marion 
county, on the complaint of W. L. Schultz 
vs. The Farmers’ Mutual Switchboard As- 
sociation, of Tampa, concerning the aban- 
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donment of free service between the Dur- 
ham exchange and the Tampa exchange. 
The Tampa exchange has flatly refused to 
reconnect the service without an order from 
the commission. 

MASSACHUSETTS. 

May 1: Hearing in Boston, continued 
from April 18, in rate case of the New 
England Telephone & Telegraph Co. 

NEBRASKA. 

April 20: Application filed by Magnet 
Telephone Co. for authority to reduce ex- 
change rentals 25 cents a month for each 
class, for period of one year. 

April 20: Application filed by Farmers 
Telephone Co., of Newcastle, for permis- 
sion to publish a 10-cent inter-city charge 
on calls going through its Newcastle ex- 
change to Silvercreek and Maskell. 

April 25: Hearing at Omaha of order 
on Northwestern Bell Telephone Co. to 
show cause why rural station and switch- 
ing charges should not be reduced. 

April 26: Hearing at Tekamah on same 
order, confined to testimony of complain- 
ing subscribers in Burt county. 

April 27: Hearing at Wakefield on same 
order, testimony confined to subscribers 
from Wakefield, Allen, Emerson, Hubbard, 
Homer and Pender. 

April 28: Hearing at Wayne on same 
order, testimony being taken of subscribers 
at Wayne, Winside, Laurel, Pilger and 
Norfolk. 

New York. 

May 3: Hearing in New York City be- 

fore M. L. Krulewitch, assistant counsel 
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of the commission on proceeding on mo- 
tion of the commission as to the rules, 
etc., of the New York Telephone Co., 
particularly with regard to its billing prac- 
tices in the city of New York; and as to 
relationship existing between the New 
York Telephone Co. and the Reuben H. 
Donnelly Corp. Continued to this date 
from April 19. 


Out. 

April 22: The Ohio Bell Telephone Co. 
and the Cincinnati & Suburban Bell Tele- 
phone Co. ordered to cease collecting the 
extra 25-cent charge for handset telephones 
in cases where the sets have been in use 
three years or more. The order is effec- 
tive May 1, and is retroactive. 

May 3: Three subsidiary companies of 
the Middle West Telephone Co., cited on 
April 12 by the commission on its own 
motion, to appear before it. They are 
charged with paying unearned dividends 
out of capital funds. The companies are: 
the Mount Vernon Telephone Co., the 
Warren Telephone Co. and the Ohio Cen- 
tral Telephone Corp. of Wooster. 

NISCONSIN. 

April 22: Purchase of the West Oak- 
land Telephone Co., by the Commonwealth 
Telephone Co., Madison, approved. The 
commission ordered that the Common- 
wealth company shall not place the prop- 
erty on its books at a value exceeding 
$456. The West Oakland company is a 
roadway telephone utility receiving switch- 
ing service from the Cambridge exchange 
of the Commonwealth company. 
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North Electric Mfg. Co.’s Working 
Exhibit at Ohio Convention. 

The North Electric Mfg. Co.’s display 
at the Ohio convention at Columbus, April 
18 and 19, was made possible through the 
cooperation of the Mansfield Telephone 
Co. in granting the use of its recently- 
purchased “all-relay” automatic switch- 
board, which is to be installed at Shiloh, 
Ohio. 

This particular switchboard was equipped 
with all of the developments and improve- 
ments for small exchange operation and 
was set up at the convention in complete 
operating condition, so that all the facili- 
ties might be demonstrated. The switch- 
board consists of a 100-line unit, equipped 
with 90 subscribers’ lines and six trunk 
lines to other exchanges, and is arranged 
for 12-party semi-selective ringing with 
two frequencies of 20 and 60 cycles and 
one to three rings on either side of the 
line for each frequency. 

The switchboard is also equipped with 
an automatic time limit on conversations, 
With circuits compensated against ground 
lakage, automatic plugging-out and restor- 
ation of permanent lines, unlimited revert- 
ing-call facilities, traffic rotation and other 
well-known North features. 

The demonstration also included metered 
telephone service, using the Crichton push- 
button meter located at the telephone, 
registering the number of completed calls. 


This metered service attracted much atten- 
tion. In the accompanying illustration the 
meter may be seen to the right of the 
telephone associated with the power board 
which is part of the equipment. 

The demonstration showing the ability 
of the switchboard to operate under ad- 
verse weather and line conditions, consisted 
of a cable arranged for immersing in a 
jar of water to simulate a wet cable under 
operating conditions. Under this condition 
no disturbance of the switchboard opera- 


tion occurred, except to operate a pilot 


signal to indicate that lines were grounded. 
Dialing continued as usual without failures, 
although the test voltmeter indicated full 
battery voltage to ground on both sides of 
the line. 

To illustrate permanent line conditions, 
the ground connection was removed from 
the jar of water, allowing 10 permanent 
signals to come in on the switchboard. 
After a lapse of two minutes these per- 
manent lines automatically cleared 
from the switchboard, restoring it to full 
traffic capacity. Removing the cable from 
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View of the All-Relay Automatic Equipment to be Installed at Shiloh, Ohio, Which Was 
Exhibited by the North Electric Mfg. Co. at the Ohio Convention. 
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the jar of water immediately restored all 
lines to service. 

The ability of the switchboard to operate 
with various dial speeds was clearly dem- 
onstrated with telephones using the slowest 
up to the fastest possible dial adjustments 
with the governor springs entirely removed. 

This switchboard was produced to meet 
the exacting specifications of Roy Witte- 
mire, manager of the Mansfield Telephone 
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company will grow the fastest and be the 
best customer.” 

The use of Stromberg-Carlson miniature 
desk stands as the crown for the silver 
C. L. Brown trophies has made them 
unique awards that will be highly prized 
by the winners. 





Thirty-two Years of Kellogg Serv- 
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have flowed over these old keys and jacks; 
but who can forecast the world events that 
will take place before this faithful old 
board is again up for repairs, or its use- 
ful life is finally ended? 


North Carolina Exchange Changed 
to “All-Relay” Automatic. 


The Cullowhee, N. C., exchange of the 


ice Without Replacement. 


Co, and Gustav Hirsch, consulting engi- TI : : Western Carolina Telephone Co. has re- 
, : : : ne Remer Rural Telephone Co., of es are a « nai 
neer, Columbus, Ohio. It is the second in- Re Mj vs P renee bs cently been changed over to “All-Relay 
emer, SGM, Fecemy crcere repair automatic service. The switchboard is 


stallati f this type > by th mpany. é ‘ 3 
stallation of this type made by that compan} parts for a Kellogg magneto switchboard 


a building and provides 
manufactured in September, 1901—over 31 


of Cul- 


housed in a new 
telephone service for the town 





grid. 





Chicago from Highland Park. 





has been discovered by the United Com- and under the management of G. J. Johns- 


Stromberg-Carlson Miniature Desk years ago. On checking up, it _— found lowhee and the Western Carolina Teach- 

2 Stands Used on Trophies. that this old-timer has been in active Se€fv- ors’ College. 
- A novel use for the miniature desk ‘© ©VEF since x first left the Kellogg The service is common battery dial au- 
ath. stands, distributed as souvenirs by the factory which, just a few months before tomatic and provides all facilities of large 
Ee Stromberg-Carlson Telephone Mfg. Co., shipment was made, had been moved to city service. The exchange is unattended 








































a Ss When this magneto switchboard, all ton of Franklin, N. C. 
bright and smelling of fresh varnish, The toll calls are handled by the opera- 
became the heart of the new telephone e- ae ot Sylva, N. C. The “All-Relay” 
Ve — + es, S. bos — nl the switchboard was furnished by the North 
2 first messages carried was the news of Electric Mfg. Co., Galion, Ohio. 
*& President McKinley’s assassination. Since 
p © then the Panama Canal, the airplane, pen rres 
-e radio, and woman suffrage have become Prices in the Metal Markets. 
y realities; the North and South Poles have April 24: Copper—Firmer ; electrotlytic, 
b* | been mapped; the Boer War, the Boxer spot and future, 6%4c to 6¥%c. Tin—Firm; 
= =9 Rebellion, the Russo-Japanese War, the spot and nearby, $30; future, $30.12. Iron 
38 Villa Mexican expedition and the World —Steadier; No. 2, f. 0. b. eastern Penn- 
Fs War have become history. sylvania, $13.50 to $14; Buffalo, $14 to 
; ye It is easy to imagine the excitement and $14.50; Alabama, $12. Lead—Steady ; spot 
ba serious discussions of these events that New York, 3.50c; East St. Louis, 3.37c. 
aE: 
a= 
DES —=_,_—>———~o«~ 
* 35 BZ | S 
a : ZZ WM aN 
* = 
Ea Pete Winemiller, Sales Engineer of \ Pp sh oO n e 
SEL [| Wien the Trophies, Their Tops Embellished / RUBBER COVERED 
si With ini = 
stands, for Winners in the United Com- COPPERWELD - BRONZE - COPPER 
anies Sale-of-Service Campaign. 
wil 4 _— DROP:+INSIDE ano BRIDLE 
> panies, Abilene, Kans. A_ sale-of-service 
yi campaign was conducted between April 17 
Ko and 29 by United properties in Kansas, 
fe Missouri, Arkansas, Oklahoma, Illinois, In- Trained over many years in the manufacture 
Bo diana and Ohio. and development of telephone wires de- 
= S C. L. Brown, president of the United signed to successfully meet the most rigid re- 
Oe Companies, offered a large silver trophy to quirements of the telephone industry. Used 
a g the operating group showing the largest by leading telephone companies everywhere. 
5.2 pe rcentage increase in owned stations dur- MANUFACTURED BY 
3B ing the two weeks, and a smaller silver . 
sé trophy to the district manager whose ex- e W hitne y B lake 
La changes sell the greatest percentage. 
2 o Pete Winemiller, sales engineer for DISTRIBUTED IN U.S.A. BY 
as Stromberg-Carlson, Kansas City, Mo., is 
ye shown holding the two C. L. Brown 
= a trophies in the accompanying illustration. 
a3 “Sales campaigns for telephone companies,” 
z oe according to Mr. Winemiller, “are the only E L E c FE & I ; 
Ege Practical means by which station develop- ‘. OFFICES IN 16 cies — 
: 3 ment can be restored to former heights. All — 
oh €quipment manufacturers follow service JFOREIGN DISTRIBUTORS juturnational Stantacd Elect: nn 67 Bread St., N. Y. City. 
aps sales closely, for we know that the selling 
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Ohio Convention Sees Better Conditions 


“Changing conditions,’ he pointed out, 
“are characteristic of any transitory period. 
Some changes in methods and practices 
and in lines of approach to problems, are 
necessary to meet changing conditions. The 
human factor, however, remains much the 
same in kind from one generation to an- 
other—it varies only in degree.” 

Mr. Joseph, as an illustration, quoted 
a letter written by Theodore N. Vail in 
1883, in which service, rates, public rela- 
tions and other questions that are in the 
forefront of the telephone business today, 
were referred to. In fact, the letter could 
‘ust as well have been written today. 

“T believe,” said Mr. Joseph, “it is pretty 
generally conceded that during the first 
50 years of the industry’s development, the 
major problems were those incident to at- 
taining a secure financial footing and add- 
ing technical refinements through  scien- 
tific research, engineering, and construc- 
tion programs, to the end that increasingly 
more adequate, more dependable, and more 
satisfactory telephone service 
furnished to the public. 

“Today, it 
conclude 


might be 


seems quite reasonable to 
that due to over-development 
during good times, and the consequent sur- 
plus of plant facilities, it would require 
several years to absorb them should we 
soon be blessed with normal conditions— 
conditions anything short of another boom. 

If that be true, it would seem that our 
major problems in the immediate future 
will be administrative and public relations 
in character. In the administrative class, 
I would include collections and 
credit problems—service problems of all 
kinds. In the category of public relations, 
| would include those problems incident 
to agitation for rate changes, handling of 
complaints, and educating the public toward 
a better appreciation of our business gen- 
erally. 

Of this we are certain—that through 
sheer necessity due to the present public 
attitude, we are being forced to make the 
public relations phase of the industry an 
integral part of our jobs.” 

A number of points relative to the pro- 
motion and improvement of public rela- 
tions were then discussed by Mr. Joseph 
in detail. He closed by asking whether a 
company’s public relations policy has been 
more defensive than offensive. 

“It is increasingly more apparent,” said 
he, “that many telephone companies, per- 
haps most of them, throughout the coun- 
try, have been strangly silent under con- 
tinued attacks which have little factual 
basis, and that this silence has often been 
interpreted as an admission of guilt rather 
than as a dignified ignoring or unjustified 
accusations.” 


sales, 


“The menace, not only to public rela- 


tions, but also to financial stability, in- 


(Continued from page 16.) 


volved in such attacks,” he said in closing, 
“is one of the most serious factors in the 
present telephone situation, and it warrants 
undivided and aggressive attention.” 

Mr. Joseph’s address will be published 
in a future issue of TELEPHONY. 

Following Mr. Joseph’s excellent ad- 
dress, President Hageman introduced to 
the convention Dr. J. G. Schwarz, of Jer- 
seyville, Ill., president of the Illinois Tele- 
phone Association. 

Dr. Schwarz stressed the importance of 
keeping service up to a high standard and 
declared that it is one of the things upon 
which time is well spent. He referred to 
rates and collections, and stated his belief 
that it is good insurance to extend credit 
to farmers who have always been good 
customers of the telephone company. 

The Manufacturers’ Problems. 

The concluding discussion on the pro- 
gram was that relating to the Independent 
manufacturers. Under the program head- 
ing, “The Independent Telephone Manufac- 
turers Face a New Crisis,’ representatives 
of Independent. manufacturers clearly and 
forcefully presented the relation of the 
manufacturers to the operating field and 
the conditions which the manufacturers 
have faced and are now facing, together 
with a possible situation which may con- 
front the operating companies, should they 
remain longer out of the buying market. 

It is unfortunate that this came as a 
closing number on the program and at an 











Answers to the Traffic Questions 
Presented on Page 16. 

1. The person-to-person rate applies on 

the call. 

That depends upon the kind of traffic 

offered, the season of the year and lo- 

cal conditions that might have some 
bearinz on the situation. In other 
words, a percentage of completion that 
would. be considered satisfactory in 
one exchange perhaps would not be 
considered satisfactory in another ex- 

change. The management should set a 

completion objective for its particular 

office. 

3. The time and charge is entered on the 
face of the ticket in the spaces pro- 
vided for this information. When it 
is necessary to show the rate it should 
be entered on the back of the ticket in 
the lower right hand corner. 

4. The rate in effect, at the time conver- 
sation starts, applies on the call. 


NO 


un 


They are considered as uncompleted 
calls and are counted as such in figur- 
ing your per cent completed. 
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hour, when many had left the convention 
hall. Seldom, if ever before, have the 
manufacturers spoken so vigorously at a 
convention in presenting the value of the 
services which they perform for the oper- 
ating companies and in justifying their 
right to be classed as an essential and in- 
tegral part of the telephone industry. 

George A. Scoville, of Rochester, vice- 
president, Stromberg-Carlson Telephone 
Mfg. Co., was the first to speak for the 
manufacturers. Mr. Scoville pointed out 
that when the production of radio receiy- 
ing sets commenced, there were over 700 
manufacturers in the business within a 
short time. Now only a handful is left. 

The telephone business, he said, under- 
went the same thinning out but those man- 
ufacturers which are left are good, stable 
concerns. When an Independent manu- 
facturer installs a multiple switchboard for 
an operating company, there is assurance 
that he stands back of it for years—not on 
a 30-day or 60-day guarantee or on a 
“bought-as-is” basis. For that reason, main- 
tenance parts for the equipment should be 
bought from the Independent manufactur- 
ers which are maintaining laboratories and 
which supplied the original equipment. 

“Tf you do not buy from the Independent 
manufacturers,” declared Mr. Scoville, 
“they will cease operating in the Inde- 
pendent field as their primary market. 

“Do you realize what the few Independ- 
ent manufacturers are doing constructively 
for you? Do you realize they are being 
pounded hard to sell equipment to hotels, 
manufacturing establishments, etc., so that 
your equipment would be thrown out? 

You can be helpful by buying now from 
those organizations that are ready to serve 
you.” 

Mr. Scoville criticized the companies for 
lack of a fighting spirit, declaring that 
telephone companies “have been absolutely 
inert in accepting conditions forced upon 
you. Many have waked up in the past 
few years and are learning to merchan- 
dise their service.” 

As an instance of this, the speaker cited 
a company which won the first prize in the 
recent “Better Telephone Salesmanship” 
contest sponsored by the Stromberg-Carl- 
son Telephone Mfg. Co, which took up 
its selling problem direct with its public. 
Its employes told the public frankly that 
they were out to sell the service in order 
to secure the prize, and the public re- 
sponded. 

“How much are you spending for acver- 
tising?” asked the speaker. “A _ reason- 
able amount is 5 per cent, but there are 
possibly only a few who are spending 4s 
much as 2 per cent. 

“Continue your drive from the adv«rtis- 
ing angle,” he urged. “If necessary. e? 
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gage an advertising agency, but keep on hard to sell you, for you are hard buyers also familiar with the practical side. Once 
1S pounding. Some of you are going to sleep and must be shown. Look at selling from disorganized, it is difficult to rebuild or 

on advertising because you cannot prove that point of view and then go out and sell __ replace. 

that it pays. When we spent the most on your people just as we work hard to sell In the national emergency during the 


advertising, we had the most business. 


you. The toughest buyers are the telephone 


war, the Stromberg-Carlson company gave 


the Spend for advertising!” men. The spirit of the times has made you up 80 per cent of its total output to the 
at a “You think you are in a bad hole,’ Mr. tight in excess of the times. Business is signal corps for war merchandise. It is 
the Scoville continued, “but let us see. The = spottily improving but you are not fighting now working with the government on 
per- average industry has shrunk 80 per cent. hard enough for business. peace-time equipment and contributing to 
heir Do not get discouraged because you have We want to stay in the telephone busi- its development.” 
in- lost 10, 15 or 20 per cent of your business. ness, but we must keep our plant operating “Buy when you can, from the manufac- 
You are in a fine and favored position. and, therefore, are looking for business turer who is standing by, ready to serve,” 
ice You think your job is hard but it is not, from other sources. It is possible that this urged Mr. Scoville in closing. “If there 
one for you are in just about the finest busi- outside business may develop into greater is any way we can help you, let us know.” 
the ness in the world. volume than the telephone business and be Roy Owens, sales engineer, American 
out “Have you proved the worth of your tel- given first consideration. The telephone Automatic Electric Sales Co., briefly told 
-ely- ephones to your subscribers? You have manufacturing organization is a highly of an experience he had in connection with 
700 not. We manufacturers have to work very — technical and involved one, requiring men kis recent removal to Columbus. In his 
na ——————————————— —— SS ——————————— a eS ee > 











In the public utility field—linemen’s 


equipment is represented by one 
standard of quality—Kleins, “‘since 


1857.’ Linemen know that the 


finest in equipment means the safest 
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rtels, an 
_ Th d El 
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a 7 Install It — Then Forget It 
oe By KEMPSTER B. MILLER 
serve 
Suitable for the largest 
; Fellow, American Institute of Electrical Engineers; Member, Central Office or the 
5 for Western Society of Engineers; Author of American Telephone Smallest P.B.X 
that Practice, 1904, and Joint Author of Telephony, 1912. - cnaiaieas 
utely Here is a book that comprehensively covers those introductory 
upon and theoretical elements of telephony needed for study and refer- ° 
; ence by workers in all stages of the profession. It is written Directly converts Commer- 
past by an authority; a man connected with practical telephony for cial Alternating Current 
‘han- more than thirty-five years. Although the first volume of a "en 
three-volume series, this book, Theory and Elements, represents to Telephone Ringing 
an independent, complete and up-to-date treatment of its sub- Current. 
cited ject. A thorough groundwork in the background and principles 
1 the of telephony is given, which will serve: a 
ship” 1. The rank-and-file telephone worker as a preparation for an 
‘arl- understanding of the practical phases of his job. POSITIVELY NO RADIO 
up 2. The more advanced telephone worker who is specializing in INTERFERENCE 
: some particular phase of the industry and who may wish to 
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that business. Size 12”x9"x5 
rder 3. The general technical reader who is interested in the broad ONLY ONE CONTACT! First Cost Is Practically 
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4. The college student who is interested in underlying theory. 
iver- Throughout, the book is written in understandable language, with PRICE $44.00 F. O. B. ELYRIA 
.S0M- athematical applications reduced to a negligible minimum. We 
recommend this book of great interest and value to every tele- 
are ph 1€@ man. 492 pages, 6x9; 272 illustrations; $5.00. Sold by Leading Telephone Distributors 
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new home, the services of a plumber were 
required in an emergency on a Sunday. 
While he was endeavoring to control a leak 
in a hot-water pipe, he instructed a mem- 
ber of his family to look up a plumber— 
and get one quick. 

His daughter turned to the classified tel- 
ephone directory and selected a plumber 
who listed day and night service, and the 
plumber came very quickly. His attention 
was later directed to his advertisement in 
the directory as the primary reason for his 
being called. 

H. E. Billington, sales manager, Kel- 
logg Switchboard & Supply Co., Chicago, 
in his opening words, declared “The Inde- 
pendent manufacturers’ problem is your 
problem. The manufacturers, to take care 
of your requirements, have built and main- 
tain large plants and have a large over- 
head. These they cannot cut down with 
the great falling off in buying by the oper- 
ating companies. 

“Sometimes,” he continued, “I wonder if 
this is fair, for we are an essential part of 
your industry. I sometimes wonder if the 
business goes to some not as closely identi- 
fied with the industry as we are. 

“Confine your business to those closely 
identified with the industry. If you distrib- 
ute your business out of the Independent 
field, you are cutting down the develop- 
ment of things which you will need. 

We have learned a lot—have learned to 
sell and ought to end up with more tele- 
phones than we have had before. In the 
decentralization of industry that is going 
on, manufacturing companies are moving 
to small towns, not the suburban territory 
ot the large cities. This means further 
development for you. 

Kellogg is going ahead with develop- 
ments, for we figure you will need them.” 

F. R. McBerty, president, North Elec- 
tric Mfg. Co., Galion, was the concluding 
speaker in presenting the manufacturers’ 
position. He stated that it amuses the 
manufacturers a little to hear operating 
companies talk about reduction of income 
they have experienced. 

He referred to having been in the de- 
velopment end of the industry since 1887 
and built the first large magneto exchange 
in New York City. “Nearly all steps since 
then have been taken by manufacturers, 
who have borne the cost of development,” 
said Mr. McBerty. “All new developments 
have been patented. These patents are 
purported to last 17 years but really, owing 
to the delays possible in the patent office, 
last 30 or 40 years. If funds are not pro- 
vided for new developments or to study 
them, possibly there will be no new devel- 
opments.” 

He pointed out that there are three 
manufacturers of automatic equipment, one 
being the Bell, and the other two being 
Independents, which can maintain organiza- 
tions for new developments, and he _ de- 
clared that we are only at the beginning of 
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what machines may do in the Independent 
industry. 

Stating that he realized the difficulties 
of getting money and meeting situations 
as they develop, the speaker said the man- 
ufacturers are pretty certain of getting or- 
ders sooner or later, but there is an advan- 
tage in speeding them up for the manufac- 
turer has to have a turnover. 

In closing, Mr. McBerty referred to the 
cost of selling and stated that when an 
Independent company reaches the point of 
putting in new equipment, it should think 
of cutting down the cost of its educational 
process, thereby cutting down the expense 
ot the manufacturer. 

President Hageman, in bringing the con- 
vention to a close, urged that the manv- 
facturers be consulted relative to equip- 
ment and materials which should be bought 
now. 

The afternoon was spent in visiting with 
the manufacturers’ representatives. l- 
though few exhibits are now shown at 
state conventions, there were many “ped- 
dlers” present to greet old acquaintances 
and make new ones. 

Governor at Banquet. 

The annual banquet and dance of the 
Ohio Independent Telephone Association 
on Wednesday evening brought its 1933 
convention to a most successful close. It 
was honored with the presence of Governor 
George White and the three members of 
the Ohio Public Utilities Commission, E. 
J. Hopple, Frank W. Geiger and Chas. F. 
Schaber, in addition to several members 
of the commission’s staff. 

At the conclusion of the repast, Presi- 
dent Hageman presented J. Warren Saf- 
ford, of Troy, as toastmaster and he very 
ably introduced Governor White. 

Governor White expressed the opinion 
“perhaps we have turned the corner, but 
our problems are many. The nerves of the 
people are almost exposed, but in Ohio we 
have held our poise, a reassuring note in 
what we have passed. We have endured 
with patience and have had no riots. It 
is the test of democracy to endure hard- 
ships and overcome them as we have. 

“A word which I would leave with you 
is: ‘Happy days are come again.’ We are 
striking out in many new ways. We are 
moving out into the sunshine and proving 
the solidarity of the people. Our citizer- 
ship is sound; it has been proved in the 
fire and the hardships of this depression. 

It is certain we shall be in a happy cond 
tion in a short time. I am happy to have 
broken bread with you and to have joined 
in the closing of this convention.” 

Toastmaster Safford expressed the deep 
appreciation of the association and thanked 
Governor White for “breaking bread” with 
the telephone people of Ohio. He then 
told of the reelection of the officers of the 
association at a meeting of the directors 
held in the late afternoon. The remaindef 
of the evening was spent in dancing. 
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